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18 December 1973 


OIL: LETTER TO ABU DHABI COMPANIES 

1. Mana Otaiba, very properly but rather tirosomely, 
is keeping away from his office, having with other 
Minister’s resigned to facilitate the rationalisation 
of Ministries and appointments. I therefore eventually 
spoke to Abdulla Ismail this morning about the 
problem in your tel no 217 and my tel no 365. I 
explained the position even more frnakly than on the 
first occasion. Abdulla Ismail suggested that the 
companies should stop fussing: this was force rnejeur. 

I said that this was entirely valid for the producing 
companies here but did not improve the difficulties of 
the marketing companies, who were accountable in 
other jurisdictions if they cut other customers below 
the mandatory 75%. Abdul 11 then said that he could not 
use our figure because the companies would challengo 
its authority. He knew that we had worked it out with 
them and that it represented the best figure Which 
they could supply after they had corrected loading 
figures to take account of known diversions after 
shipment. That figure, however, had no validity for 
him. What had validity was the official company/ 
Government Inspector loading figures. These ere 
obviously ignorant of subsequent diversions. They 
were therefore higher than those we had worked out 
with the companies. If we must have a figure, ho 
must therefore follow-up with a further letter 
specifying the higher figure. He would have this 
re-checked; it would be 600,000 to 620,000 tons per 
•anta^n.i^ciA^- 

2. Feeling somewhat foolish I had no course but to 
consent. 

3. The further letter will have to await the 

V, , /Minister’s 

r~ 
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Minir-tor’s Confirmation aft or chockin' but Ahdun 
ooid that there was no doubt but that Tt rule] l 

4. MoanvJhilo Dr Koran of ADMA in another 
conversation in vrhich noithor of us nrnM-n f 1 the 
let tor to the cornunnios told mo that it ••■an 
becoming apparent to him from B ’ that tin f t nr^c 
v hi eh ho and Turner of ADPC had given m - arid 
hich ro far as bin records vent ho ' n<i Turner 
continue to vouch for - ?:arc hi 1i r V n th' lcw>wqs 

in the UU oven a* * 1th correction; for r \\ 
landings had be n taken account of • h?n tin t > \ f 
an trado* Clearly there had boon more r -iv” p » 
in the first nine months of 197F than Y ' and 
Turner bit”sen thorn had knoivn of* 

• f . 1 think it very likely therefore that th t 

nrronts rill got the producing companies to 
contest the figure rhich the Petroleum Tints!..-r .Pi. 

now specify. 


D J McCarthy 


cc tlKDI-X OECD 
KKBEP Brussels 
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cc S L Egerton Esq 

Energy Dej>t f FCO (2) 

P R IMTrlght 7sq 
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W a J cng conversation with Suweidi 

at lunchtime today. 

CUTS 

o+ U T 0 *+i claimed that the Abu Dhabians 

?+ti?,wii a ? t * Ku y2 lt m ' 59tln S had got their 
attitude into the record, and that they had 

also epressed it at Algiers, it had been 
right during the fighting to embargo the 
Americans; and they had gone along with 
eoual misery” despite their disapproval for 
the sake of solidarity. The fighting however 
was now over and they were against the 

?** 9 Qual misery (he did not say 

^J} d +I ar> ^ ' 1he ^ h0 r they also no' want¬ 

ed to lift the embargo on the US and Holland), 

Sj? w 2 ldl ad(l0(1 that A>)U ^habi had not 
yet got her way over relief from eoual 
misery but Sue would continue to argue in 
the same sense. 


UK POSITION ON CUTS 

^« 4 +? >lW0ld * ask9< ^ mQ exactly what the 

I??!* S0 ying that he understood the 
in C the a UK dlfficulty cr9at9(5 hy other troubles 

l.; fvJ J hat in r0lind terms our landings 

at the moment were about 15% down. But the 

roc.l gap as greater. Both the winter and 
the expansion which we had hoped to achieve 
in Industrial activity demanded an increased 
?P a P^ previous comparable rate, whereas 
base period of the first nine months of 
i 73 did not even take account of the 
seasonal point. Through no fault of Abu 

5?? b ho h ?r 9 (°r e ; e werQ ln nult9 a mess over 
oil itself let alone other things. 


Q^ 0% , __ 6 * Suweidi commented that we were still qm 

K£5TfotCic& exporting oil products to Bur po (he did not w- 


r- 




* 
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mention any particular destination). I said 
that that merely illustrated the facts of the 
oil industry and market and illustrated ”'hy 
misery was equal even though Ahu Dhabi wished 
to relieve us from it. Certainly we exported 
oil products to Europe: but equally we 
imported them from Europe. Notably we took 
6 million tons per annum of refined products 
from Rotterdam, and the interruption of this 
was one reason for the plight of British 
Airways. Suweidi said that this was new to 
him (surprisingly, since Otaiba and Habroush 
are both well aware of it). 

7. I added that Britain really was Dart of 
Europe now, and the best efforts of Abu 
Dhabi could not prevent Britain, or for that 
matter France suffering under equal misery. 
Conversely the advocates of equal misery 
were as I had frequently said earlier to 
people here baying for the moon in expecting 
that equal misery would somehow cause Europe 

“to bring effective pressure to bear on the 
United States. I added the various reasons 
for my view which I had expressed to him 
and others before. 

8. I asked Suweidi to make two things clear 
to Shaikh Zaid as appropriate. The first 
that we remained extremely grateful to him 
for his own attitude: the second was that 
there was no substitute for the termination 
of the cuts generally. 

OIL PRICING 

9. I repeated what I had said to Otaiba 
and Habroush earlier. We knew and the Prime 
Minister had told both the House and the 
nation, that oil prices were going to stay 
much higher than they had been. To some 
extent - though relatively - that 'ould 
hit an industrial country less than a 
developing country, because the industrial 
country could pass at least part of the cost 
on to its customers. The latter however, if 
primary producers, could not then afford 

so much of our products. The contraction of 
the manufacturing countries industrial 
activity •'hich this would bring about would 
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also cause the manufacturing country 
concerned to take less from the primary 
producing country. The immediate affect on 
the less; developed countries could be 
shattering. The secondary (but rapidly 
following) affect on world trade might be 
even worse* particularly as it must lead to 
a reduction in the develoned countries aid to 
the poor countries. In short the economic 
effect of increased oil prices would be very 
serious for us, but the damage to the world 
economy might in the end dwarf that. 

10. I was particularly worried, and I had 
stressed this to Otaiba, about irresponsible 
thinking of higher posted and tax reference 
prices related to current prices achieved in 
spot sales. The latter were taking place 
during an artificially induced shortage. It 

| would make an already very serious situation 
immeasurably worse if this irresponsible 
thinking lejjid to the higher price levels 
which those expressing it seemed to have in 
mind. 

11. Suv/e id i made no particular comment on 
t he-queM4^a^gf this last proposition. He 
said more than once, however, that he took 
my point about the world economy generally, 
understood it, and agreed. He added that 
Shaikh Zaid also recognised that there must 
be a limit to price levels. I said that 

I hoped that Abu Dhabi would act accordingly 
in OPFiC and OAPEC. 

THE KISSINGER PROPOSAL 

IP. Suweldi revealed interest in this, 
remarking ho- ever that it was diff icult for 
the Arabs to approve of anything that had an 
American label. I said that I understood 
this but hoped that they could forget the 
label and look at the proposition. The 
Foreign Secretary had immediately said that 
the proposition that Europe and the US 
should get together with producing nations 
over the energy problems was of major 
importance to the developed :and the 
developing ” ; orld. We were pursuing this 
with our European partners. Suweldi remarked 
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that he had heard that the French had Jibbed. 

I said that I thought that this was at the 
NATO meeting on a different point. I so far 
lacked full information of what had gone on at 
Copenhagen hut energy as a wider problem had 
been touched on in the statement issued In 
Copenhagen. For my part, the proposal made 
sense in relation to the world economic 
position which we had .just been talking about. 

I had every reason to believe that the ^nah 
would welcome the idea of.inter—Governmental 
discussions aimed at stabilisation, and I 
hoped that the Arab Governments would too. 
Neither producing nor consumer Governments, 
or the hapless Third nations who depended on 
both in this field, could afford the chaos 
which would ensue if some such effort jre 
not made soon. Suweidi said that he en.lr^ly 
agreed. I said that I would he saying the 
same thing to Mana* Otaiba. 

13. Neither Suweidi^or I mentioned the 
Kissinger idea of encouraging producers to 
increased supplies. Which is certainly a 
joker in the pack in immediate circumstances 
in relation to the US. 

INCENTIVES TO ABU DHABI 

\a In a very hurried conversation on the run 
yesterday, Mr Butter told me that he bad seen 
both Shaikh Zaid and Shaikh Khalifa, after 
days of demand to do so, to tell them that they 
had got to stop shelling out money. I 
remarked that Mr Butter had told me only ten 
davs ago that not too much had gone out. He 

said that there had been some fu 5o h dirt h not°rive 
over the last couple of weeks. He J}°Lf 1VQ 

me details; I shall try to 1 ? arn . I J 1 2to SmUPi** 
return on 21 December. The iS 

that if Abu Dhabi is pushing her 
this must encourage her to resume full product¬ 
ion as soon as she can. 


D J McCarthy 
17 December 1973 
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30 December 1973 






OIL PRICES 

1. The Amir told me yesterday that they had been confronted 
with a fait accompli at the meeting to decide prices. He said 
Kuwait and Saudi Arabia had evidently agreed the figure in 
advance and insisted that the others followed suit. He was 
very much against the size of the increase. Although he 
realised it would take time he wanted an agreement on price 
stability as between major products of industrial countries 
and raw materials on the one hand and oil on the other. 
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RECORD OF A MEETING HELD AT THE FCO ON 17 DECEMBER 1973 


Those present 



Mr A D Parsons ~ * 

Mr J L Taylor y 

Mr D G Holland 
Mr J Cloake, TRED 
Mr S L Egerterfl7 Energy Dept 
Mr P R Wr*ght, MED-— 

Mr M D tButler, EID(E) 

Miss; C Pestell, FRD 
Mr G Fitzherbert, EID(E) 

Mr G P Lockton, Energy Dept 



1. Mr Parsons called the meeting to review the situation on 
various questions concerned with oil and to plan the next steps. 
DR KISSINGER'S ENERGY INITIATIVE 

2. Mr Parsons said that it had not been possible to have the 
initiative mentioned in the Summit Communiqu£. A reply had been 
drafted from the Secretary of State proposing OECD as the 
forum for discussion and promising detailed comment later. 

Mr Egerton said that he was consulting the DTI and would go 
through Dr Kissinger's message with them point by point. He 
would also obtain the comments of NAD, MED, TRED and other 
FCO departments. It was unlikely that an answer could be sent 
before some time in the first half of January. However an 
interim answer would be required by Mr Spain, DTI, before the 
meeting of the High Level Group of the OECD Oil Committee on 
19 December. He would send a holding reply to the US Charge 
d'Affaires saying that we were working on the proposals in 
Whitehall and would be grateful for any further elaboration. 

Mr Egerton continued that a group was being set up in Brussels 
to carry oui the decisions of the Summit meeting, but it would 
not be possible to use this as the Energy Action Group. 

Mr Parsons said that the Energy Action Group was a good idea 
provided that it was related to the oil crisis, not to the use 
of oil as a political weapon. There had been no Arab comment 
on D3r Kissinger's proposals so far. 
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ACTION TO BE TAKEN 

Mr Egerton will circulate a paper within the FCO 
this week. An FCO line will then be put to the DTI and other 
departments to try to agree a Whitehall line on the whole 
initiative early in January. 

THE EEC AND OPEC 

Mr Parsons said that the Summit meeting did not recommend 
that the Community should address itself to the OPEC meeting 
in Tehran. Should the EEC make such a move? Mr Butler said 
that any action before Christmas would have to be in the 
Council. The French would not agree to an approach to the 
Arab members of OPEC alone. Mr Egerton pointed out that it 
was not yet certain whether OPEC would meet in Tehran or 
Vienna. Mr Butler suggested that at the end of the Council 
meeting the UK representative should put forward a dtaft 
message to the OPEC Ministerial meeting recording the decisions 
taken at the Summit. The draft should not be pressed if it 
aroused opposition. 

ACTION TO BE TAKEN 

5. Mr Egerton will send instructions to UKREP Brussels 
immediately after the meeting. 

FOLLOW-UP TO LORD ALDINGTON'S VISIT 

Mr Parsons said that a message had been sent to King Faisal 
to say that we were sending tankers to lift 200,000 tons of 
oil. Mr Egerton said that Mr Watts, DTI, had begun drafting 
a follow-up letter to Omar Saqqaf from HM Ambassador; there 
would be a meeting on 18 December in Mr Watt's room. Mr Wright 
said that the Industrial Adviser and CRED should be involved 
in'this question. The Industrial Adviser's report on his visit 
to Saudi Arabia had now arrived. Mr Parsons said that the 
Governor of the Bank of England would meet Lord Denman and 
the Industrial Adviser in the next few days. Mr Parsons thought 
that the Saudis would wish for an inter-governmental agreement 
\ under which we would contract to establish certain industries 
rather than merely encourage British industrialists to invest. 
The Governor of the Bank of England thought this would be 
difficult but not impossible. Mr Cloak e reported that his 
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department had been discussing with CRED the establishment 
of suitable interdepartmental machinery to deal with policy 
on industrial investment. He would like to be brought into 
the talks with Mr Watts. There were many problems concerning 
such investment; if industries were to be established quickly, 
government direction would be needed. We should need to know 
what conditions the Saudis could offer investors. What 
markets could be found for eventual Saudi exports? Bribes 
and "kickbacks" would be a problem. Nr Parsons said that a 
suggestion had been made that the Bank of England should 
permit the establishment of a consortium of merchant banks 
to work together on investment. 

ACTION TO BE TAKEN 

7. Mr Egerton will arrange for TRED to be brought into the 
discussions. Mr Cloake will attend Mr Watts' meeting on 
18 December. Mr Egerton will arrange a second meeting on 
20 or 21 December for further action. 

SUEZ CANAL REOPENING 

Mr Cloake said that he was now receiving final comments 
from departments of the FCO on the suggestion that Europe 
should become involved in financing the clearing of the Suez 
Canal. He was convinced that it would be necessary to harness 
the revenues of the oil producing countries if this were to 
be done. He would send a telegram to Cairo asking for a 
further assessment of the proposal. Mr Parsons said that the 
Saudis would expect Europe to industrialise Egypt also. He 
felt Europe would derive little credit from the scheme from 
either the Egyptians or the other Arabs. But as the proposal 
would probably get an airing in Europe it was right to make 
further enquiries. Should the subject be brought up within 
the Community? 
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Cloake "thought this would be inadvisable before consulting 
British industry. The Advisory Panel of the Overseas Projects 
Group thought the UK could not carry out the project alone. 

The Export Group for the Constructional Industry would be 
meeting about 20 January and could discuss informally the 
possibility of forming a European consortium. After this there 
could be governmental discussion with bankers. 

ACTION TO BE TAKEN 

9. Mr Cloake will despatch his telegram to Cairo and will 
seek to arrange for the proposal to be discussed by the Export 
Group for the Constructional Industry. 

OIL SUPPLIES 

10. Mr Parsons said that HM Ambassador in Abu Dhabi had been 
instructed to try to ensure that the Oil Minister orders the 
companies to deliver a specific quantity of oil per month to 
the UK. No further action was necessary. Mr Egerton proposed 
that Ambassadors in certain other Arab countries should be 
briefed to speak to carefully selected Arabs asking them to 
support any proposal in OAPEC for increases in production to 
help their friends. 

ACTION TO BE TAKEN 

11. Mr Egerton and Mr Gore-Booth (NENAD) will draft a telegram 
of instructions to Algiers, Jedda, C a iro, Doha, Abu Dhabi, 

Bahrain, Muscat, Damascus and Kuwait for despatch first thing on 
22 December. The message will cover the political effort of 
Europe and the damage to European countries' economies. 

IRAN 

12. Mr Taylor reported on the meeting of the Secretary of State 
for Trade & Industry with the Iranian Minister of the Economy, 

Mr Ansary. The Iranians had put forward a list of commodities 
and goods which they needed to the value of £200 million. They 
appeared to envisage making available the amount of oil needed 
to produce these items. They had probably made similar approaches 
to other consumers. There would be a discussion in the DTI on 
18 December. The DTI would discuss the list with the oil companies. 
There was much uncertainty over the amounts of oil available and 
the price. 

13. Mr Ansary had delivered a message from tho Shah, with the 
following points. Firstly, in the OPEC meeting the Iranians would 
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would propose that oil prices should be based on the co 3 t 
of alternative sources of oil, eg shale. The figure they 
had in mind was fS7/bbl. Secondly, to get away from the 
posted price system, the Iranians would take #7/bbl as the 
price of oil and tax the companies' excess profits. They 
thought 35 cents/barrel a reasonable return. They might be 
willing to subsidise the companies if their return fell 
below this figure. '1'hirdly, the Shah would place a large 
share of Iran's extra oil revenues in London. The revenues 
might be some £1800 million a year; since the British share 
in the Iranian oil consortium was 50$, £900 million would be 
invested in London. 

14. The Iranians wanted a response from HMG- by 19 December. 
Their proposal on pricing appeared to disregard Mr Peter Walker' 
discussion with the Shah. The DTI and Treasury apparently felt 
that any effort to tie the price of oil to a real cost would 

be welcome. The next OPEC meeting might suggest talks between 
experts from both the producer and consumer countries to 
discuss pricing. The Treasury thought that a dialogue 
could be started in this way. 

ACTION TO BE TAKEN 

15. Mr Taylor and Mr Holland will obtain the views of the 
DTI and of the oil companies from Mr Spain. 
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MAHMOUD SALIM RABBANI 

Rabbani is officially the Consul of Kuwait in the Netherlands, 
but since the 6-day war of 1967, has been the chief propagandist 
here for the Palestinian cause. He is in fact a Palestinian by 
birth and holds Jordanian nationality. He is believed to be the 
local representative of El Fatah. 

2. He is a good looking man of 39 and speaks excellent Dutch - 
he studied for thi*ee years at the Delft Technological University. 
Since the Arabs started to use the oil weapon he has become a 
television personality. He continually appears on television, 
explaining Arab policy towards the Dutch and stating with an air 
of authority what they should do to get it changed for the better. 

3. Although Rabbani is treated with respect by some smaller Arab 
missions here, who regard him as the leading Arab expert on Dutch 
affairs, he is not so regarded by the Saudis and the Egyptians. 
Apart from politics and propaganda, he has several sidelines, 
trading in fertilisers, commodities and - hardly surprisingly - 
oil. 

4. I might attempt to sum up his present position by saying that 
Rabbani has established himself with the Dutch public as the 
resident spokesman for the Arabs. Naturally the Dutch Foreign 
Ministry take a different view of him, considering him a great 
nuisance. 
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1. Mr Strand told me last night that the KOC had had verbal 
instructions from the Minister of Oil to do everything necessary 
to meet Pakistan's requirements of oil. 

2. The Company had also been told to do whatever was necessary 
for Morocco, though Morocco was not previously one of their 
customers at all. 

3. Nothing had been said about any increase of production in 
this connexion so Pakistan and Morocco can only be supplied 

in full at the expense of others. Apart from these two 
countries the Company has had no instructions about supplies 
for friendly states. 


13 December 1973 


A J Wilton 
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Telephone (202) 462-1340 


Your reference 



N M Penn Esq 
Energy Department 
P C 0 

London SW1 


Date 


Our reference 


11 December 1973 



INTERNATIONAL OIL SITUATION 

1. I had lunch last week with Bill Johnson, Specialised 
Energy Adviser to William Simon (my letter of 10 December). 

He told me something of the visit he had made just after the 
outbreak of the war in the Middle East, to accompany the two 
Congressional representatives, Messrs Steele and Ryan to Saudi 
Arabia. 

2. lie said that the main impression he had received was how 
well the Saudis had thought through their policy on the embargo 
and allied questions. Yamani had impressed him as being very able 
(so much so that he told Simon on his return that he would h’avn 
gladly exchanged Love - and Dibona as well - for Yamani). In 
explaining to the two Congressmen the va.ri ous options open to 
them, the Saudis had clearly taken into account the possibility 

of armed invasion by the United States - and discounted it by 
disclosing that they had plans to sabotage the oil wells in the 
event of military descent on the fields. 


3* Perhaps the most disconcerting aspect of the conversations 
which the party had had in Saudi Arabia was King Faisal’s complete 
indifference to (if not ignorance of) Jewish religious ties wit.1i 
the old city of Jerusalem. (Saudi insistence on the retrocession 
of East Jerusalera to Arab sovereignty also came across clearly 
in Yamani*s "Meet the Press" session on television here yesterday.) 
Faisal was simply not taking into cogniscance the strength of 
Jewish religious and emotional ties with the Old City. 

4. As a footnote, Johnson added that the party had returned 
via Ihe Hague, where they found the Dutch very bitter against 
Britain because of our oil policy. He quoted 1 .the Dutch as 
telling them that they could have understood the French behaving 
in this way — "but not the British". Some of the strength of this 
feeling has evidently rubbed off on to Administration officials 
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Hugh Cortazzi and J have been running into much criticism 
of the UK on this issue since the oil question became acute. 

We should be glad to know in due course whether you are able 
to make an impression on Donaldson, the new Assistant Secretary 
for Energy matters in the State Department on his current visit 
to the United Kingdom. 





S’ 




/2jO ( g t Brant) 

' Counsellor - Energy 
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lr. Foster 

THE OIL WEAPON AND SOUTHERN AFRICA 

I am sorry that my reply to your minute of 10 December to 

Mr. Bgerton has been delayed. My comments on your paragraph 2 are 

(a) In the long term, which is the over-ruling consideration for 
South Africa, I do not think a boycott would be very 
widely applied. For the present, the Arabs are eager 

to repay the OAU states for their support, but if there 
should be any real progress towards a settlement of the 
I-.iddle East problem leading to further relaxation of the 
cut-backs in oil supplies, our assessment is that most 
of the Arab states \rould wish to resume normal trading 
as soon as possible. I understand that Southern Africa 
is not in any case very dependent on Arab oil. 

I note that Jedda have now replied to your telegram.No. 

183 to Algiers to say that Saudi Arabia will most likely 
continue the embargo. Subject to comments from the 
post, I would expect Kuwait also to follow a hard line, 
but only in the context of the Arab/lsrael dispute. For 
their part, the Lower Gulf states would certainly be 
inclined to drop the ban on supplies to Southern Africa 
though they would probably follow Saudi Arabia's lead at 
least for a while. The unity the Arab states have so 
far shown is a direct measure of the strength of their 
feelings on the Middle East question. Southern Africa 
i3 not an issue which would in itself produce unity 
among the Arabs, however much they -wished to encourage 
African states to continue their anti-Israeli stance. 

We would expect therefore that the boycott would wear thin 
in time. 

I am sure that the Iranians would not join in such an 
embargo. The Shah has publicly disavowed the Arab 
cut-backs and embargoes (and indeed has called on the 
Arabs to terminate them). Iran also has strong bilateral 
links with South Africa. 

(b) The MED posts which should be consulted are Jedda, Kuwait, 

Abu Dhabi and Tehran. The other Gulf producers are 
either relatively insignificant (Bahrain, Dubai and Oman) 
or likely to follow Saudi .Arabia's lead (Qatar). 


P.R.II. Wright 
Middle East Department 
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Mr Egerton 
Mr Taylor 



OIL PRICE AND SUPPLY 

1. The decisions of OPEC Gulf producers and of OAPEC over 
the Christmas holidays were reported in Teheran telno 950 

and Kuwait telno 1520 respectively. Together they represent a 
serious threat to the economies of developed and developing 
countries, and also perhaps an opportunity to re-establish 
some order. 

2. The state of play on Dr Kissinger's initiative was 
reported in Washington telnos 5955 and 5962 and UKDEL OECD 
telno 112. In view of Dr Kissinger's remarks to the 
Permanent Under-Secretary at Mildenhall on 22 December, we 
must try to move this initiative forward. French reluctance 
must be overcome. 

5. OPEC is to meet in plenary session on 7 January. It is 
essential that some response to the Shah's suggestion for a 
dialogue between OPEC and OECD should reach OPEC governments 
before that meeting, so as to forestall further damaging decisions. 
4. Meanwhile, Dr Kissinger has addressed a further message to 
the Secretary of State in which he stresses the serious 
consequences of the decision on prices and relates this to his 
proposal for an Energy Action Group. His thinking is clearly 


/similar 
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similar to our's. 

5. I submit four draft telegrams on the lines discussed with 
Mr Taylor and Mr Parsons. The objective is to make some progress 
simultaneously on all these fronts. The telegrams have been 
drafted to reflect thinking at official level only, since they 
should be despatched tonight if posts are to be able to act 

in time. We shall need ministerial authority for an approach 
to OPEC on the lines suggested, but perhaps not for the preliminary 
consultation with OECD Governments. 

6. I also submit a draft reply from the Secretary of State to 
Dr Kissinger which, if you agree, might be submitted to the 
Secretary of State together with copies of the telegrams. This 
submission and its attachments will provide material for the 
Secretary of State in preparation for the office meeting which I 
understand he has in mind to hold on his return to the office, 
on 2 January. 


/7. 


CONFIDENTIAL 

2 


* • <• 


’*• » 1* * 


r '*• • 







CONFIDENTIAL 


7. DTI concur in the general approach. I await their 
comments on the texts. Comments of copy addressees are invited. 


N M FENN 

Energy Department 


31 December 1973 
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[TEXT] 

YOUR TELSNOS 3933 AND 3962: KISSINGER’S ENERGY PROPOSALS 

1. We are grateful for these indications of American 
thinking. We are glad that KATZ v/as satisfied with the 
outcome of the OECD meetings on 20 December. 

2. You should know,however, that when the Permanent 
Under-Secretary met KISSINGER at Mildenhall on the 
latter's way home on 22 December, KISSINGER commented 
sourly that KaTZ had no political sense. He said that 
the UnitedStates would be appointing someone who could 
influence policy inside the USA, and that he hoped the 
Committee could be constituted early in the New Year. 

He himself envisaged the appointment of DONALDSON. He 
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. to have hoard the suggestion that SIMON 
- • e" consideration. 

while the US Embassy delivered on 30 December 
, r.rther message from KISSINGER to me. Text in mifi . 

.. In the light of this message and the conversation 
.Mldenhall, you should make every effort to carry 
•v dialogue forward with DONALDSON personally as socjn 
-onsible in the New Year. In doing so, you should 
.-aided by the instructions in our telno 2503. You 
a:d that we are ourselves giving urgent consideration 
Vne appointment of an appropriate British 
- "•* ontative. We have no obvious opposite number 
-I: - .' or DONALDSON, but agree that representatives 
- i be in a position to influence policy in their 
~ entries. For the relevance of the Energy 
. An aroup to the recent decisions of OPEC and 
on price and supply see my second and third 
*‘-■5. by which you should also be guided. You should 
* ;; ' :C Kissinger 1 s^of 30 December is under^study. 

' * , rgte reply will be sent. But it will be clear 

• L'.e instructions in my second -and third ift 
are thinking on similar lines. 
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MIPT: KISSINGER’S ENERGY PROPOSALS 

Following is. text of message from Dr Kissinger to me 
handed to the resident clerk on 30 December. 
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[Insert text at A - B attached] 
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TEHRAN TLLNO 950, KUWAIT TLLKO 1J20, UKDEL OECD THING 112 

aU SfllZ 

and Your tel'no 3933^(None to all): Oil Price and 
Supply 


1. We have been considering the position on the 
price and supoly of oil in the light of the decisions 
of OPEC and OxjREC reported in the Tehran and Kuwait 
telegrams under reference and the state of play on the 

Kissinger initiative reported in the UKDEL OECD and 
Washington telegrams under reference. In the absence 
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of hinisters on holiday this telegram and 
hi: i’ reflect thinking at official level only 
at this stage. A separate Guidance telegram 
sets out the line to take in discussion of 
the producers' new decisions. 

2. The salient points seem to us tobe 
as follows: 

a. The OAPEC decisions of 25 December are 
welcome in so far as they will increase 
the total amount of oil in international 
circulation and will improve the position 
of Belgium and Japan. But the production 
increases are directly related to the 
preferred position of "friendly" states, 
with the consequent danger of sharpening 
the discrimination against non favoured 
nations. The allocation system operated by 
the international oil companies will preven 
the intentions of the Arabs being accurately 
reflected in reality, blit the term's of the 
communique suggest that they may increasing] 
resent the operation of this system, with 
consequent danger of further supply cuts. 

b. The effect of the decisions of the Gulf 
Producers on 22 December will be to double 
the price ofoil. doming on top of the 
sharp increases in October, this will have 
very serious consequences for the economies 
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of oil consumers, developed and developing 
alike, and will threaten the stability of 
the world economy. 

c. Whatever we do now, thei'e is little hope 
of persuading OPEC to go hack on the 
decisions already announced. We must assume 
that other producers will rapidly come into 
line, ^he production increases should 
reduce the risk of marginal deals at the 
absurd prices of recent weeks, but pressure 
on prices will continue andfurther general 
rises cannot be excluded. 

d. The producers, notably but not only the 
Shah, are aware of the dangers and are 
looking for ways of stabilising the 
situation on a basis which will maxj&imise 
their advantage while avoiding the dangers 
of world economic recession 6x~ t h e -, . c ^ l-l c o - a e 
of - tho ■■e oon&m i &s of th e— no n st v -uf- ner&bf -e 

amo ng th e- major oonoun e-rs-. 

e. It is therefor-e very much in the interests 
of consumer countries to respond promptly 
to the Ghah's suggestion of a dialogue with 
OECD (and with IKf) so as to re-establish 
some stability in oil prices and contain 
the damage already done. 

3. The immediate question is how best to 
orchestrate the consumers' response. From the 
UK point of view, there are the following 
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l.eraents to be taken into account: 

a. The European Community is committed by 
the Copenhagen ^Ummit to the rapid 
definition of a Community Energy 
Policy. In spite of the current 
difficulties over the Regional 
Development Fund, we attach great 
importance to this and are determined 
to facilitate rapid progress. A major 
element in this policy is to be the 
establishment of new relations with oil 
producers in the mutual interest of 
both parties. 

b. The OECD is the natural forum for 
Consumer-wide consultation (as the 
Summit statement on energy explicitly 
recognised). The Shah's press 
conference looked forward to a dialogue 
between OPEC and the OECD on prices. 
This is the right way to proceed. 

c. The Kissinger proposal for an Energy 

• • 

Action Group was^directed primarily at 
the mobilisation of resources on 
alternative sources of energy, but it 
also envisaged a dialogue with 
producers and we attach importance to 
this aspect. Moreover, if oil prices 
are to be related to the price of 
alternative sources of energy, as 

/suggested 
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suggested by the Shull, it would seen 
sensible for the same group to look at 
both questions. 

4. There are two major difficulties in the way 
of rapid progress on the Kissinger proposal. 

The first is the view of some of our EEC partners 
(notably the French) that a Community Energy 
Policy should be elaborated first. In our view, 
this is neither possible nor necessary. A 
Community Energy Policy will take time and 
neither the producers nor the Americans are pre¬ 
pared to wait. (The Shah called for agreement 
on prices within six months). There is no good 
reason why progress on the two fronts should not 
be made in parallel. And it would not be realistic 
to imagine that Europe could solve these worid-wide 
problems by herself. The French idea for a 
dialogue between the Community and the Arabs is 
different. It cannot replace a dialogue between 
consumers and producers, which must include at 
least the US, Japan and Iran and take account of 


the interests of non EEC Europe and non-Miadle 
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East producers. 

5. The second difficulty is the question of 
representation. Kissinger is certainly right to 
argue that a small group is likely to make more 
rapid progress and to be more effective. On the 
other hand, the Americans underestimate the 

sensitivities aroused by suggestions that certain 
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European states should represent the others 
(just as the Canadians are unwilling to he 
represented by the United States). In these 
circumstances, we see merit in Iir Gallagher's 
suggestion that the Energy Action Group should 
be presented as an exalted version of the OECD 
High Level Group (US, Canada, Japan, France, UK, 
Germany, Netherlands, Italy, Norway and EEC 
Commission). we should like to know the 
reactions of other governments represented on 
the HLG. 

6. These questions will not be resolved in 
time for the plenary meeting of OPEC scheduled f 
7 January. But we think it important that the 
producers should have some reaction to the Shah' 
Press Conference in time for that meeting, if 
only to disabuse them of the notion that the 
Teheran decisions were moderate and acceptable, 

.and to discourage them from going even further 
on 7 January. It is urgent to give them some 
official indication of the readiness of consumer 
to respond to their invitation to a dialogue. 

We therefore have it in mind to speak to OPEC 
governments before the end of this week to make 
the points set out in mift. -M 4^ J 

7• Please therefore speak to the Government 

to which you are accredited at an appropriately 
high level, drawing as appropriate on 

/paragraphs 
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paragraphs 2-6 above. You should invite their 
views on the points we propose to make to OPEC 
as set out in mift. We should like to be able to 
add that we know that many of our OECD partners 
are thinking on similar lines. It would be 
useful if other^ would speak similarly to 
OPEC Governments. Please report without fail 
by 1200Z on Thursday 3 January. 

8. Subject to any further instructions in the 
light of ministerial views when available, and 
in the light of the replies to this telegram, 

UKDEL OECD should be guided in consultation 

with his colleagues and at the meeting on 7 January 

by the views set out in this telegram. 
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(TEXT] 

MIPT: OIL PRICE AND SUPPLY 


The following are the points which we have in mind 
to make to OPEC Governments before the OPEC meeting 
on 7 January. 

1. The effect of the decisions of the Gulf producers 
on 22 December will be to double the price of oil. 

Coming on top of the sharp increases in October, this 
will cause serious balance of payments difficulties to 
all consumers and damage the economies of developed 
and developing countries alike. Such large abrupt changes 
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u'e oj.' a crucial commodity cannot simply 
They will have dramatic impact on 
.cos, on world trade, on the international 
. system. We believe that there is now a 
; >er of ihternational recession as a direct 
roe of these decisions.*. From such a development, 
..id escape unharmed. The producing countrios 
A imaged just like others. We wonder 

-• "kese implications have yet been properly 

. OOd. 

- therefore welcome the suggestion in the 
ress conference on 23 December for a 

• between OPEC ana OECD to consider 
oatic price for oil". We agree that such 

- ;oe should be pursued as a matter of 




other with our European partners, we are 

m elaborating a Community Energy Policy 

-'.ht of the recent meeting of Heads of 

government at Copenhagen. An important 
,. . . fj. 4c 

■ n this policy be negotiations 

.producing countries on comprehensive 


’ ci bn for economic and industrial develop- 
'• (.'••trial investment and stable energy 
1 reasonable prices. 

'•'diilo, Dr Kissinger has made an 
" } and timely suggestion for the 
’''•orit of an Energy Action Group. We have 

/warmly 
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warmly welcomed this idea, and are glad to see 
that it has been welcomed also by a number of 
Heads of State and Ministers from major 
producing countries. Vie are urgently consulting 
with others on how this initiative might best 
be carried forward. 

5. Both the Copenhagen Summit and the Shah's 
press conference envisaged consultation on the 
consumer side through OECD. We agree that this 

is the natural forum. Here too, we are consulting 
with others on the form which this consultation 
might take. We should welcome ideas from producer 
and consumer governments on the pattern of the 
dialogue between them. 

6. Meanwhile, it is essential that the OPEC 
meeting on 7 January should avoid any new decisions 
which would pose further threats to the stability 
of the world economic system or make the dialogue 
more difficult. 1‘he combined effects of the price 
rises and the oil weapon have already brought 

the world to a grave situation. The present 
situation may represent the last opportunity 
to avoid disaster. We believe that the dialogue 
proposed by the Shah could yet establish a new 
system in which prosperity could be restored 
and economic end industrial development promoted. 
OPEC will carry a heavy responsibility at its 
meeting on 7 January. 
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MY TEL NO 


% 


KISSINGER'S ENERGY PROPOSALS 


Please convey the following message to the US Secretar, 
of State from me. 

BEGINS 

1. Dear Henry, 

Thank you for the message which your Embassy deliver 
on 30 December about the crude oil price increase announ • 
by the Persian Gulf producers. 

2. I agree that this unilateral action i 3 both serious 
in itself and disturbing in its implications. Like you, 
U»e are still studying its impact. Our preliminary 

/i ..ipross ion 
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impression is that this doubling of the price goes 
beyc^^the stage where it merely places strains on 
the bbAan.ee of payments of individual consumer 
countries. It begins to cast in doubt the capacity 
of the world economic system to sustain it. 

3. It was particularly disturbing that the Shah, 
who has been sensible in his approach to these 
questions, seemed to consider the Tehran decision 
as moderate. Peter Ramsbotham took the opportunity 
of his farewell call on the Shah on Boxing Day to 
disabuse him of this notion and to express our 
concern and disappointment. At the same time, he 
welcomed the Shah's proposal for a thorough dis¬ 
cussion on all these issues between consumers and 
producers. 

k. I share your view that the Energy Action Group 
which you have proposed could have a determining 
role in this context. And I shall look forward 
to seeing the programme of action which you have 
in mind. One difficulty which has been perplexing 
all. of us is how the interests of the different 
consumer countries could best be reflected in the 
composition of the Group. It has occurred to U3 
that the High level Group of the Oil Committee of 
OECD is tne only restricted group whose existence 
and role is acknowledged by all major consumers. 

We should not want to see the activities of the 
new group circumscribea oy^involvement with the 
OECD; but there might be some merit in presenting 
it as an exalted version of the High Level ^roup. 


Z 

O 

pi 

< 


in 
• • 

X 

I" 


7. 

z 

1*4 

E 

(C 

z 

1*4 

fQ 


o 

H 

£ 

r*m 

x 

h- 

o 

Z 



/I 









• 

w 

CONFIDENTIAL 

• 

i 

I can aee no other quick way of getting early 

{ 


agreement on the composition of a body which we 

4 


all hope will have an important influence on the 



welfare of consuming countries as a whole. I should 

• 


be interested to hear what you think of this idea. 



Meanwhile, we are considering urgently an appropriate 

nomination for a British participant. 

5. Meanwhile, I judge it to be important tiiat some 

reaction from consuming Governments to the proposal 

z 

5 


for a dialogue set out by the Shah in his Press 

of. 

< 


Conference should be conveyed to OPEC Governments 

2 


l c\a'|\ Lc cCsi)pt*^V ^ lei ce(t 

(/> 


before their plenary meeting on ( January/^ There 

X 

* 

h 


will not be time to agree in detail on a text, but 

z 


the main elements are clear. The decisions already 

z 


UJ 

U. 


taken have grave implications and any further twist 

t 

£ 

Ul 


in the price spiral can only have damaging conse¬ 
quences. We welcome the proposal for a dialogue 

CD 

0 


between consumers and producers. We in the European 

H 

O 


Community are committed to the rapid definition of 

Z 

i 


a Community energy policy; but the issues go wider 

H 

0 


than Europe, aitri We would like to see the new Group 

z 


which you have proposed, and which m.-iny of liuv 



welcomed, play a Major role in an early dialogue 

• 


on these lines. 



6. I am asking our people in Washington to put 

2 

oo 


these ideas in more detail to the State Department, 

d 

0 

■o 


but I wanted you to know of my personal interest i.n 

n 

£ 

d 

t 

them as soon as possible. 
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With warm regards 

oo 

in 


Alec Douglas Home 

3 

•o' 


ENDS 
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TO ROUTINE-FCO TEL NO 967 OF 31 DECEMBER, 

SAVING TO ABU DHABI, BAHRAIN, DOHA, KUWAIT, TOKYO, UKDEL OECD, 
UKREP BRUSSELS AND ALL EEC POSTS, CARACAS, TRIPOLI, JAKARTA, 
ALGIERS, LAGOS, OTTAWA, VIENNA AND TDO NEW YORK, 


MY TELNO 951 I OPEC MINISTERIAL MEETING 


*• ... FOLLOWING IS TEXT OF COMMUNIQUE* 

BEGINS* 

'IDE nlLISTERS CF THE SIX GULF MEMBER COUNTRIES MET IN TEHRAN 
ON 22 AND 23 DECEMBER, 1973 . THE MEETING WAS ALSO ATTENDED 
OTHER OPt.C DELEGATIONS, ALGERIA, INDONESIA, LIBYA AND 
NIGERIA AND VENEZUELA AS AN OBSERVER, 

THE MINISTERS REVIEWED THE REPORT PREPARED BY THE ECONOMIC 
COMMISSION BOARD HELD IN VIENNA BETWEEN DECEMBER 17 AND 20 
I9 73 , ALTHOUGH THE FINDINGS OF THE ECONOMIC COMMISSION BOARD 
AS WELL AS DIRECT sales REALIZED BY SOME OF THE MEMBER COUNTRIES 
INDICATED A PRICE IN EXCESS OF DOLLARS 17 PER BARREL, 

THE MINISTERIAL COMMITTEE DECIDED TO S ET GOVERNMENT TAKE 
OF DOLLARS 7 PER BARREL FOR THE MARKER CRUD E. ARABIAN LIGHT 
— K£G AP{ ‘ TH ^LEVANT Pnrrrn opirg pad ..... 


D<? 


w 


















3* IcW.ri. Wt I'CUVAfi'f POSTtD Pfti'CE TOR- THIS CRUS, UiLL 
THEREFORE BE DOLLARS 11,651 PER BARREL. THE EFFECTIVE DATE FOR 
THIS POSTED PR{CE SHALL BE JANUARY 1,1974. THIS POSTED 
PRICE HAS ALREADY TAKEN INTO CONSIDERATION THE EFFECT 
OF GENEVA If AGREEMENT. 

IT IMS ALSO DECIDED TO HOLD AN EXTRAORDINARY MEETING OF THE 
CONFERENCE ON 7 JANUARY, 1974 TO DISCUSS THE BASES OF A LONG 
TERM PRICING POLICY AND TO REVIEW THE POSSIBILITY OF 
ESTABLISHING A DIALOGUE BETWEEN OIL PRODUCING AND CONSUMING 
COUNTRIES IN ORDER 10 AVOID ENTERING INTO A SPIRAL INCREASE 
IN PRICES AMD TO PROTECT THE REAL VALUE OF THEIR OIL. 
CONSIDERING THAT THE GOVERNMENT TAKE OF DOLLARS 7 PER BARREL 
IS MODERATE, THE MINISTERS HOPE THAT THE CONSUMING COUNTRIES 
WILL REFRAIN FROM FURTHER INCREASE OF THEIR EXPORT PRICES. 

ENDS. 


FCO PLEASE PASS 70 SAVING ADDRESSEES. 


RAMSBOTHAM. 
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PRIVATE SECRETARY 


MESSAGE FROM DR KISSINGER TO THE SECRETARY OF STATE: 
OIL PRICES 

1. The American Ambassador *s Assistant delivered the 
attached message from Dr Kissinger to the Secretary of 
State to me this morning. He apologised for the fact 
that it was merely a photo-copy of the incoming cable 
and said that a more formal copy would be delivered 
next week. 


Hon D A Gore-Booth 
Resident Clerk 


30 December 1973 



CC: 

Mr J 0 Wright ^ fo. 
Mr Parsons ' k 

Mr Taylor 

y Dept 
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1. PLEASE DELIVER 


'ALLOWING MESSAGE TO FOREIGN SECRETARY 


QUOTE DEAR ALEC: I AM WRITING TO OBTAIN YOUR VIEWS ON THE* . 
IMPLICATIONS OK THE LATEST*”CRUDE OIL PRICE INCREASES AN¬ 
NOUNCED BY.THE PERSIAN-GULF PRODUCERS IN TEHRAN. • ... ... 

• WHEN* MATCHED BY THE OTHER OPEC PRODUCERS, THESE I IN¬ 
CREASES WILL,AT A MINIMUM ROUGHLY DOUBLE THE 1974 WORLD OIL 
BILL, WITH AN'ENORMOUS NEGATIVE IMPACT IN TERMS 0? CURRENT 
ACCOUNT TRADE DEFICITS FOR, MOST INDUSTRIAL COUNTRIES. WE 
ARE IN PROCESS OF MAKING? A DETAILED COUNTRY-BY-COUNTRY 
EVALUATION OF THE IMPACT. XT' IS CLEAR AT THE OUTSET, . . 
HOWEVER THAT WHILE THE ADDED COSTS WILL IMPACT NEGATIVELY ... 
ON THE UNITED. ST AXES. TRADE POSITION, THE ABSOLUTE AND 
RELATIVE IMPACT ON THE EUROPEAN MAHONS, AND UPON THE > 

UNITED KINGDOM WILL BE ‘AN ORDER OF MAGNITUDE GREA1 El^. HU 
DECISIONS WERE TAKEN, OF COURSE , UNILATERALLY WITHOUT 
EVEN 1HE SEMBLANCE OF NEGOTIATION WITH THE INic,RNAT 10NAL 
COMPANIES OR CONSUMER HAHtJ-NS.-MOREOVER , A FURTHER ' 

ROUND OF SUBSTANTIAL INCREASES SEEMS PROBABLE NeXTSIRING 
UNLESS WE MOVE PROMPTLY TO ATTEMPT TO BRING THE WHOLE 
PROCESS INTO A MORE RATIONAL FRAMEWORK.* • 1 


, 


. | 
I 


IT WAS THE PROBABILITY OF JUST THE SCENARIO T HAT IS. 
UNFOLDING WHICH PROMPTED MY SUGGESTION FOR THE FORMULATION 
OF AN ENERGY ACTION GROUPV WE ARE IN THE PROCESS 0.* P&- 
V ELOPING A SUGGESTED PROGRAM FOR IMPLEMENTING SUCH A • ";.v 
GROUP, BUT BEFORE COMING BACK TO YOU WITH A PLAN,. I DID - 
WANT TO INDICATE MY DEEP CONCERN WITH THE RECENT PRODUCER ; 
COUNTRY ACTIONS. IT SEEMS INCONCEIVABLE T1JAT THE!CONSUMER. 
NATIONS WOULD. BE PARALYZED IN THE FACE OF SUCH ; j ;i- 7 & 

situ at TO .ns . • \ • . : ■ . v •— ' c.,; ? 

I WOULD be:'INTERESTED TO. HE,A.R-YOUR ‘THOUGHTS ON THESE 
NEW, DEVELOPMENTS. ■ . ..... . 

WARM REGARDS,. HENRY A/ KISSINGER . UNQUOTE 


KTSST NfiER 
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TO ROUTINE FCO TELNO 682 (CORRECTED VERSION) OF 29 DEC/RFI ADDIS 
ABABA. 

YOUR TEL TO ALGIERS NO 183s OIL AND SOUTHERN ZURICA ' 

1. WE BELIEVE THAT SAUDI ARABIA IS LIKELY, REGARDLESS OF THE 
DIRECT USE OF THE OIL WEAPON Tn THE ARAB/lSRAEL CONTEXT, TO CONTINUE 
TO PROSECUTE AN EFFECTIVE OIL EMBARGO OF SOUTH AFRICA, PORTUGAL 

AND RHODESIA, MOTIVATED CHIEFLY BY A FEELING OF OBLIGATION TO 
THE AFRTCAN STATES THAT HAVE SEVERED RELATIONS WITH ISRAEL 
(IT is ALSO NOT IRRELEVANT IN SAUDI ARABIA THAT ISLAM AS A 

CREED HAS A GOOD RECORD WHERE MATTERS OF RACE ARE CONCERNED). 

2. AT THE SAME TIME THE SAUDIS FEEL A GENUINE CONCERN FOR THE 
DEVELOPING COUNTRIES OF AFRICA, PARTICULARLY THOSE WITH LARGE 
MUSLIM POPULATIONS. WE HAVE NO DOUBT THAT WHETHER OR NOT THE 
OAU AS SUCH HAS BEEN MAKING REPRESENTATIONS TO THE SUADIS THE 
MANY AFRICAN VIPS WHO ARE VISITING SAUDI ARABIA THIS HAJJ SEASON 
ARE TAKING THE OPPORTUNITY TO DO SO. IT IS AT LEAST INDICATIVE 

OF THE SAUDI DESIRE TO OVERCOME THE SPECIAL SUPPLY PROBLEM MENTIONED 
IN PARA 1 (C) OF YOUR TEL UNDER REF (THOUGH WE DO NOT IMAGINE 

TU CY UA\/fT l./r> Dt/ Cf\ A ? IT UaI,» Ta HA pa\ That a r» r> r-r> /*v • *~ m * m * em rN 

ww* nwr* * \j uu ou / I ii r\ i 9 mu r\t.r wni uu Jdi i t tin 

TO CSAD, THE SAUDI NEWS AGENCY SAID OF THE RECENT VISIT OF THE 
FOREIGN MINISTER OF BOTSWANA THAT AGREEMENT IN PRINCIPLE WAS 
REACHED ON SUPPLYING BOTSWANA WITH OIL - ON THt CONDITION THAT 
SUPPLIES SHOULD NOVABE DELIVERED VIA RACIST SOUTH AFRICA. 

3. THE QUESTION AT PARA 1 (D) OF YOUR TEL UNDER REF IS DIFFICULT 
TO ANSWER WITH PRECISION, THERE IS CERTAINLY SOME DANGER THAT 
THE ARABS MIGHT USE THE OIL WEAPON TO PUT PRESSURE ON WESTERN 
GOVERNMENTS TO ACT AGAINST THE WHITE REGIMES IN SOUTHERN AFRICA, 

BUT HOW SUCH DANGER WILL DEPEND PRIMARILY ON HOW HARD A UNIFIED 
OAU URGES THE ARA3S TO DO SO. . 

rothkie r- y **- 

FILES n 1 . 

CSAD PLANNING STAFF 6 i 

EN D MR CAMPBELL ' 

MED 

NENAD 


CONFIDENTIAL 







Reference 



CONFIDENTIAL 


Mr. 

Mr. Haja>££ 

Mr. Youtlg 


QSM 




Haja^S 

Yo^iilg 


SOUTHERN AFRICA AND OIL 

After several unsuccessful attempts to contact me 
Mr. Foster of CSAD telephoned me this morning in 
connection with his minute of 10 December to Mr. Egerton 
about the Arab oil embargo on South Africa and Rhodesia 
on which this Department and other recipients were 
invited to comment. Mr. Foster told me that Mr. 

Egerton replied in his minute of 14 December (which I do 
not recall seeing myself). I should be grateful if 
you could track down Mr. Foster's minute and let me 
have comments as soon as possible. In reply to Mr. 
Foster's question, I told him that I thought it 
exceedingly unlikely that Iran would-wish to associate 
herself in any way with the Arab embargo on South Africa 
both because the Shah has publicly disavowed the Arab 
cut-backs and embargoes (and indeed has called on the 
Arabs to terminate them) and because of Iran's 
bilateral relations and cooperation with South Africa. 

2. I also told Mr. Foster that I nevertheless thought 
there would be advantage in consulting H.M. Embassy, 
Tehran, on Iran's attitudes to Southern Africa and that 
it might also be worth consulting H.M. Embassies, Kuwait 
and Jedda, on their governments' intentions and 
capabilities so far as Southern Africa was concerned. 

I did not think there would be much point in consulting 
other Gulf posts. So far as both the Saudis and 
Kuwaitis were concerned I thought that they would both 
be content to go along with the general Arab line and 
that the Kuwaitis might well take a hard line on 
African attitudes to the Arab/Israel question. I 
would not on past form expect the Saudis to be 
particularly responsive to requests for aid from the 
Southern African territories (e.g. Botswana). 

3. I should be grateful if you could coordinate 
departmental comments in the form of a draft minute 
from me to Mr. Foster as soon as possible in the New 
Year. 



P.R.H. Wright 
Middle East Department 


28 December 1973 
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PRIME MINISTER 


PM/73/94 



Appointment of a United Kingdom Representative to 

the High Level Energy Action Group suggested by 


Dr. Kissinger 


As you know Kissinger's ideas were discussed before 
Christmas in OECD and it was left that the Secretary General 
of OECD would make proposals for the composition of such a 
group. Katz, the US representative at this meeting,, said 
that he was well satisfied with the result. Kissinger on 
the other hand when he staged through Mildenhall on 22 December 
showed more impatience to get things going. He commented that 
Katz had no political sense! Kissinger said that the United 
States would be appointing someone who could influence policy 
inside the US Government machine and that he hoped that the 
committee could be set up early in the New Year. He himself 
seemed to think in terms of appointing Donaldson but there is 
also a report from the Embassy in Washington that Simon 
himself (the recently appointed Energy Commissioner) is under 
consideration. 

I think it important that we should sort out our own ideas 
on this before very long and consider who we might appoint 
and when. We have no exact equivalent of Simon or Donaldson 


but their/ 
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but their nearest counterpart would be a Minister. Alternatively 
we could go for a really high level outsider like Lord Robens. 
Someone between a Minister and a complete outsider would be 
Lord Rothschild provided his health and other commitments 
permitted. You and Peter Walker may have other ideas. 

Obviously whatever we do in the high level Energy Group 
will have to be compatible with any obligations we may assume 
towards the EEC. But evolving an EEC energy policy is bound 
to take time and we cannot wait until it is completed before 
responding to Kissinger's initiative. We must however 
consider carefully the presentation of our appointment in 
relation to our objectives in the EEC and we must also take 
account of our relations with the producers, in particular 
the Shah, who has made proposals for cooperation between OPEC 
and the developed consuming countries in OECD and in the 
monetary field. 

The purpose of this minute is not to make any specific 
recommendations at this stage but merely to suggest that we 
need to form a view soon. 

I am sending a copy of this minute to Peter Walker and 
to John Hunt. 


28 December, 1973 

Foreign and Commonwealth Office, S.W.l. 
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TO ROUTINE ALGIERS TEL HO 183 OF 28 DECEKBER /X AMD TO CAIRO JEDDA 
KUWAIT TEHRAN TRIPOLI INFO ADDIS ABABA. 

OIL AND SOUTHERN AFRICA. . 

FROM CSAD 

1, WE ARE DOING A STUDY OF THE LIKELY EFFECTIVENESS, LOCAL IMPACT 
AND POSSIBLE SIDE EFFECTS ON OUR OWN INTERESTS OF THE ARAB/OAU 
OIL BOYCOTT OF SOUTHERN AFRICA. WE HAVE BEEN IN CORRESPONDENCE 
SEPARATELY WITH SOUTHERN AFRICAN AND SOME OTHER POSTS AND WOULD NOW 
BE GRATEFUL FOR YOUR BRIEF COMMENTS, IF NECESSARY BY TELEGRAM, TO 
REACH US BY THE WEEKEND 5/6 JANUARY ON THE FOLLOV;ING QUESTIONS 
AND ANY OTHER POINTS YOU MAY CONSIDER RELEVANTs 

(A) HOW DETERMINED ARE THE COUNTRIES CONCERNED (WHICH OF COURSE 
INCLUDE OTHER COUNTRIES BEYOND THE POSTS TO WHICH THIS TELEGRAM IS 
©DRESSED, TO PROSECUTE AN EMBARGO AND MAKE IT EFFECTIVE? 

THE COUNTRIES OF SOUTHERN AFRICA HAVE LARGE STOCKS AND SOME DOMESTIC 
RODUCTIOM. TO BITE SERIOUSLY AN EMBARGO WOULD HAVE TO 3E PROLONGED, 

ARE THE ARABS AS UNITED ON THIS ISSUE AS THEY ARE OVER ISRAEL? WOULD 
THEY PURSUE IT MORE OR LESS VIGOROUSLY IF AND WHEN THEY DECIDE TO 
SHEATH THE BOYCOTT WEAPON IN THE MIDDLE EAST CONTEXT? DO THEY FEEL 
hORE STRONGLY ABOUT ONE WHITE-RULER COUNTRY THAN ANOTHER? 

(B) MAY WE ASSUME, AS ALL THE EVIDENCE SUGGESTS, THAT IRAN WILL 
OONTI NIJE NORMAL TRADING? IS THERE ANY LIKELIHOOD THAT SHE WILL 
INCREASE SUPPLIES TO SOUTHERN AFRICA TO COMPENSATE FOR SHORTFALLS 
ROM OTHER SOURCES? 

(C) HOW SOPHISTICATED IS THE BOYCOTT IN CONCEPTION AND EXECUTION? HAVE 
Tilt ARABS MADE OR ARE THEY CONSIDERING SPECIAL ARRANGEMENTS FOR 
PROTECTING INNOCENT VICTIMS, EG FOR MAINTAINING BUNKERING 
FACILITIES AT EAST OR SOUTHERN AFRICAN PORTS AND HELPING COUNTRIES 
LIKE BOTSWANA, LESOTHO, SWAZILAND AND MALAWI WHOSE SUPPLY ROUTES RUN 
THROUGH THE WHITE DOMINATED COUNTRIES? 

(D) IS THERE ANY DANGER OF THE ARABS USING THE OIL WEAPON TO PUT 
PRESSURE ON OURSELVES OR OTHER WESTERN GOVERNMENTS TO TAKE POLITICAL'^7 
(K ECONOMIC MEASURES AGAINST THE WHITE REGIMES IN SOUTHERN AFRICA, 

EG TO CARRY OUT EXTREME UN RESOLUTIONS AGAINST SOUTH AFRICA, SOUTH 
WEST AFRICA AND PORTUGAL, TO SEVER DEFENCE TIES, TO TAKE MILITARY 
ACTION AGAINST RHODESIA? 


COTTFTPBBTJAT. 
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(E) WHAT OTHER SPIN-OFF MIGHT THERE BE AFFECTING OUR INTERESTS? 

(F) HOW SENSITIVE ARE THE ARABS TO DIFFICULTIES CAUSED FOR ^ 

AFRICAN COUNTRIES, EITHER THOSE AFFECTED IMMEDIATELY (SEE (C) ® 
ABOVE) OR MORE GENERALLY BY THE EFFECTS OF HIGHER OIL PRICES AND 

A POSSIBLE SLOWING DOWN OF THE WORLD ECONOMY? IS THE OAU REPRESENT¬ 
ING THESE DIFFICULTIES TO THE ARABS ON BEHALF OF ITS MEMBERS AND 
IF SO IS THIS HAVING ANY AFFECT? 

• 

2 . YOU SHOULD NOT COURSE REVEAL TO GOVERNMENTS THAT WE ARE MAKING 
THIS ENQUIRY. . 

DOUGLAS-HOME 


FILES 
CSAD 
EN DEPT 
MED 
NENAD 

PLANNING STAFF 
MR.CAMPBELL. 
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TO PRIORITY THE HAGUE TELNO 241 OF 21 DECEMBER 1973 INFO ROUTINE 
WASHINGTON, BAGHDAD. 


YOUR TELNO 632: IRAQ-0 It. POLICY. 

THE INTERVIEW WITH THE IRAQI MINISTER OF PETROLEUM REPORTED IN 
LE MONDE OF 19 DECEMBER DOES NOT APPEAR NECESSARILY TO JUSTIFY 
THE CONCLUSION WHICH THE DUTCH PRESS HAVE DRAWN (YOUR PARA 2). 

THE MINISTER MAKES IT CLEAR IN HIS INTERVIEW THAT THE TARGET 
OF IRAQI ACTIONS IS THE USA AND THAT HE REGRETS ANY HARM TO 
EUROPE: CUT THIS DOES NOT IN OUR VIEW INVALIDATE OUR TELNO 237. 

WE ARE REPEATING TO YOU BAGHDAD TELNO 550 WHICH REPORTS THE 
\ t\rc onrc it'icmt* c vin.K am tuj: cmradaa 

• 1 v t. | o v. w I w «m) • | V « t ta. II W ss • » till* 1*1 MiV -»V • 

DOUGLAS-HOME 

EM<=R£cY b&Pr 

STD * 

MR. 

Mft. • ~XOcS UOR_. 

WlGrGr) H. 
vmr. cAftxeft.. 
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20 December 1973 




J R Young Esq 

Middle East Department 

FCO 


REGISTRY Na.35 



31 DEC 1973 





OIL SUPPLIES: DECEMBER CUTBACK 

1. In our telno 1240 of 11 December we reported that KOC 
had received oral instructions from Atiqi not to impose 
the 5% December cut. 

2. I was told last night by the Adviser concerned in the 
Ministry of Finance and Oil that he had been told not to 
draft written instructions for KOC on this point - or on 
supplies to Pakistan and Morocco (see the Ambassador's 
record of conversation of 15 December, copied to you). 

3. He said that KOCL-had been the only company to receive 
written instructions about a further cutback in December: 
when the Minister got round to instructing Aminoil and 
Arabian Oil Company about October/November levels, it was 
close to yet another Ministerial meeting and it was decided 
to exclude references to December levels, as it seemed 
probable that the position as set out in the KOC letter 
would be changed. 





P G de Courcy-Ireland 


CC: 

G P Lockton Esq 
Energy Dept., FCO 

J R Bretherton Esq 
DTI 
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TO ROUTINE FCO TEL NO 1280 OF 20 DECEMBER RFj TO ROUTINE BEIRUT 
JEDDA DOHA BAHRAIN AND ABU DHABI 

YOUR TELNO 381i KAC FUEL SUPPLIES 

1. HEAD OF CHANCERY MENTIONED THIS TO DIRECTOR OF POLITICAL 
iyFFAjRs AT THE MFA ON 19 DECEMBER AND ASSURED HIM THAT THE CUTS 

HAD BEEN IMPOSED EQUALLY ON ALL AIRLINES AS A RESULT OF 
SERIOUS SHORTAGES OF AVIATION FUEL IN THE UK. THE CUT HAD BEEN 
IMPOSED BY THE BRITISH GOVERNMENT AND IT SEEMED A LITTLE UNUSUAL 
THAT A FOREIGN AIRLINE SHOULD CHOOSE THIS WAY OF DEALING ElTH THE 
PROBLEM. 

2. ISSA AL HAMAD SaTd HE WAS MOT AWARE OF THE MATTER BUT 
UNDERTOOK TO MAKE ENQUIRIES. HEAD OF CHANCERY SAID HE HAD RAISE 
-D IT BY WAY OF ENQUIRY, BUT WE WOULD OBVIOUSLY BE CONCERNED IF 
ACTION OF THE SORT PROPOSED WERE TAKEN AGAINST BOAC. 

WJ {.TON 


PILES • COPIES TO 


MED 

ENERGY D 
MTD 

MR.PARSONS 
MR. TAYLOR 


MR.GREEN CA2 D.T.I 
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Mr Egertki/^ 
Energy Department 




THE OIL WEAPON AND SOUTHERN AFRICA 

Thank you for your preliminary comments on my minute 
of 30 November and. my letter to various posts of 
28 November. 

2. I agree that it woulu be useful to copy them to 
NuNAD and MED and I am doing so together with a copy 
of this minute. I did not include them in the 
initial circulation, Decause we were thinking of limit 
ing the study as far as possible to the receiving 
rather than the sending end. But it is probably 
unrealistic to try to maintain this distinction in 
practice and 1 should certainly be grateful for 
comments wnich either department can make, in 
particular: 

(a) On how widely applied a boycott would 
be likely to be, especially whether the 
Iranians would take part; and 

(b) whether they think we should bring 
Middle and Near East posts into the 
exercise and if so which. We obviously 
do not want to add to their burdens 
unless there is a strong reason for 

• doing so. 

3. Your department suggested that we would probably 
need to consult the DTI. I agree. But are you 
perhaps not the right department through which the 
enquiry should be channelled? • You will see from 
the attached letter fronf^Laver in Pretoria, which 

is an interim reply to my letter of 2b November to 
Mr Brown, that the Embassy have asked some questions 
in reply: 

(a) Could we not ask the oil companies in 
London to give us some information about 
demand ana supply in Southern Africa? 

(b) Could-we also ask them to autnorise their 
local representatives to spill the beans 
to the Embassy (who are in process of 

t moving from Pretoria to Cape Town)? and 

(c) .'hat about possible contributions from 
other posts? Do you, NENAD or MED think 
we should bring in Washington and Paris 
as well as Middle and Near East posts? 

4. There is an obvious risk of / etting lines crossed 

DD 145177 219242 500M 4/73 GM 3b43/2 
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here and I do not know enough about the way things work 
on the oil side in London to know how this could best 
be handled. Could Energy Department go direct to the oil 
companies, for example, or should thio be done by the 
Di’I? In other words aid your suggestion that we should 
approach the DTI mean by implication that we w.>uld also 
be approaching the oil companies through the Ui'l? I 
am sorry ii‘ this sounds like idiot boy questions but 
this department does not normally have anything to do 
with oil and I should be grateful for your help ana advice 
especially in doing something soon about the questions 
in Mr Laver's letter. 


P M Poster 
Central A Southern 
African Department 



10 December 1973 

c c N E N A D 
MED 

Planning Staff (Miss Rycroft) 


Mr Foster CSAD 


1. I am sorry to have held this up. 

2. The correct channel for bilateral (country) 
enquiries on oil matters is to Mr Bretherton of the Oil 
Policy Division in the DTI (Thames House South, 222—7000 
Extn 1081). He will then make enquiries on CSAD's 
behalf of the oil companies (with whom he is in daily 
contact), or advise you to go direct to them. With our 
small staff and basically multilateral functions, we 
cannot do this for geographical departments. 

3. As regards Mr Laver's specific questions summarised 
in paragraph 3 of your minute, the answers seem to me to 
be (a) Yes; (b) possibly, subject to DTI 's views; and 
(c) by all means bring in other oil producing posts if 
you think this appropriate. 

4. However, in order to focus their eyes on the 
objective(s) of the exercise proposed, I think it would 

/be better... 
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be better to send all concerned a skeletal first draft 
(cleared with DTI) of the assessment you propose in 
paragraph 1 of your letter of 28 November to Mr Brown. 
This will give posts something to bite on. 



Energy Department 

14 December 1973 


cc NENAD 
MED 

Planning Staff (Miss Rycroft) 


f 




. 
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PS/Lady Tweedsmuir 


cc: PS/Secretary of Star 
PS/PUS 


r 



Mr Parsons 
Mr Taylor or 
Mr Craig (JENAD) 
Jkc WjujgMAMED) 


DR KISSINGER'S SPEECH 

Lord Kennet rang Lord Balniel this morning to 
discuss the proposal in Dr Kissinger's speech for the 
establishment of a high-level energy group. He said hr 
was not speaking in his capacity as a member of thr Hour 
of Lords but as a Labour Party spokesman on foreign affai 
and energy problems. 

2. He said that while he generally welcomed 

Kissinger's proposal, two points caused him concern: 


a. the proposal to involve the producers i• 
the development of energy resources seemed t 
be very much an afterthought They were tre 
in the speech as second-class citizens; 

b. it looked as though the high-level grou 
would be involved in producing a solution f -c 
the Middle East situation. (This deduction 
was based on a reference in the speech to 
providing nroducers with "an incentive to 
increase their supply". 


3. 


Lord Balniel said in reply that we thought . 


/importa r 0°^ 


1 ' ^ 

l(‘ 
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important that the producers should be properly involved 
in such an exercise and that we were dra.wing attention in 
our public comment to that part of the speech which seemed 
to envisage this. On Lord Rennet's second point, he very 
much doubted whether it was Dr Kissinger's intention to 
involve this group in finding a solution to the political 
problems of the Middle East. 


A J Coles 
PS/Lord Balniel 


13 December 1973 
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A D Parsons Esq, CMG MVO MC 
Foreign and Commonwealth Office / 
London SW1 
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OIL EMBARGO: SECRETARY OF STATE'S MESSAGE 

1 . As I have already reported "by telegram Ismail Fahmy 
reacted pretty sharply to the Secretary of State's message 
which I delivered last night. I was not altogether 
surprised because he tends to see the embargo as the 
outward and visible sign of Arab Unity and the new¬ 
found Egyptian "personality", and therefore as something 
rather precious. I was grateful for the measure of 
discretion given me in FCO telegram No.702; despite the 
risk of fireworks I judged it better to pass the message 
in order to get our own position clearly on the record. 

2. For about twenty minutes Fahmy gave me the full 
treatment on how the world had in turn neglected, 
exploited and trampled on the Arabs for almost half a 
century; we might be suffering now (although he did 
not believe we really were in more than a psychological 
sense) but the Arabs had suffered for years and were in 
no mood to take off the pressure at the first squeal 
from those in whose power it was to produce a «*>b*tion 
of the Arabs’ problems. The Egyptians had been patient 
for ages and they were still being patient. 

last weeks they had put up with Israeli procrastination 
at Km.101, with the postponement of the opening 'or the 
Peace Conference, and with the dela y^ P ro J^ed by t 
Israeli elections; the only weapon they had jhich co 
produce faster action in all these matters and 
making of a settlement was the oil embargo. I which 
World found this hurtful they could use the remedy 
was in their own hands: if the I®*®®^ 1 ® ?. tomorrow* 
withdrawing today the embargo ?«£ 4 k® *^ 4 °^ up 

as soon as withdrawal was complete it P 
altogether and, hopefully, never heard of again. 

/3... 
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3. I countered, when I could get a word in at all, 
with the obvious arguments. I said that this was no 
way to treat powers for whose support the Arabs were 
asking; the Europeans’ little influence with the 
Americans and the Israelis would be reduced to vanishing 
point if our economies now collapsed; there was bound, 
sooner or laber, to be a strong public reaction against 
those who were depriving the Western Community of jobs, 
warmth and mobility; and the embargo would make it 
extremely difficult for our Ministers, for example, to 
sell to Parliament a policy of defence co-operation with 
Egypt. Asked what we had ever done to support the Arabs 
in their present struggle, I referred to repeated votes 
at the Security Council and to Harrogate: now we had 
managed to get the Harrogate principles accepted by our 
eight European colleagues. 


4. All this amounted to words, he said; the Egyptians 
wanted deeds. Where could; he cash the Community’s 
cheque? He admitted that the record of the UK was among 
the best, and said that this had been reflected in the 
decision to treat us gently under the embargo. Arab 
Ministers at Algiers had had no difficulty in agreeing on 
that. I said we were of course grateful for this 
consideration, as the Secretary of State's message had 
pointed out. But the difficulty was that the international 
oil industry was organised in such a way that the importer 
of crude was by no means the only consumer of its refined 
products, and we were hit, for example, by the ban on 

the shipment of crude to Holland. 

5. Fahmy said that he could assure me that the Arabs 
wished us no ill and that, speaking personally, he would 

A be prepared, if ever we were really faced with a real Vi 
oil crisis, to arrange for speci al- sh i pment s t o -tha TT K. \ 

I said I knew that HMG would warmly appreciate this 

i friendly assurance. But European unity was becoming 
every bit as important tothe Europeans as nrab unity to 
the Arabs, and it would be very difficult for us to 
accept extra oil while it was being denied to our partners: 
if the Arabs wanted the help and support of the Community 
they should make things a bit easier for all its members. 

6. Finally, as Fahmy seemed to be calming down, I 
urged him to read again the last paragraph of the message 
and to concentrate particularly on its last sentence. 

He looked up from rereading the paper beaming, and said 
that there was no difficulty at all: he did not expect 
that the Kuwait meeting would make any changes in the 
present arrangements, at least in so far as we were 
concerned, but he would tell the Minister of Petroleum 
to make sure that if changes of relevance to us were made, 
these would be in the direction of easing the current 
restrictions. (He added, incidentally, that it had been 
agreed at Algiers that the Oil Ministers would be subject 
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to the political direction of Foreign Ministers.) 

He said that I could assure you that Egyptian influence 
would he used in the direction for which you had asked; 
and that he would he reporting on my d&narche to the 
President. 

7. A note-taker was present up to that point and I have 
no douht that Fahmy spoke as firmly as he did for the 
record (which would he sent to Sadat)• As soon as we 
were left alone his manner changed completely, and he 
was very forthcoming on the subject of conference 
preparations, as I have reported hy telegram, 

8. Although your instructions to me were not copied 
elsewhere, I think this letter may he of interest 

to one or two other posts. 





p G D Adams 


Copies to: H.M. Representatives- at: 


Washington 
Kuwait 
J edda 


UK Representative, Brussels 
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BRITISH EMBASSY 
6 Hill Street 
Pretoria 

Telephone: 74-3121 
Telex: 44641 (a/b P1-44-641-™) 
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4 December 1975 


P M Poster Esq 

Central & Southern African Dept 
Foreign & Commonwealth Office 
SW1 


/ 
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OIL EMBARGO ON SOUTHERN AFRICA 


1. This can be but an interim reply to your letter of 
28 November. I must frankly say that we lack reliable 
information about demand and supply for POL products in 
Southern Africa. We shall be sending you rough estimates 
shortly for this country; but could you (or Energy Depart¬ 
ment) speak to the headquarters of oil companies in 
London and let us have some quantification? Would it also 
be a good idea to get the oii people in London to authorise 
their local representatives here (at Cape Town) to spill 
beans to us? 

2. A further thought. Other posts could have useful con¬ 
tributions to fact and argument: eg Teheran, Weshinrton 
and Paris, among others. 

3 . Eleanor Emery, in her Telegram No 1165 of 30 November, 
enquired whether it would be useful to probe South African 
attitudes towards the supply to Botswana of local POL 
products. We think not. The South Africans are very 
sensitive about queries which might be thought to impinge 
on their own oil position* 










P M Laver 
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Central and Southern African JRspartment 
Foreign end Cornnionwea.c.i 0 .. 1 C 0 


London SW1 


Telephone 01- 


Your roicrcnco 


il A N Brown Esq. CMG CVO 
PRETORIA 


Our reforonco 

Daw 26 November 19/3 




... _ come to the conclusion that it ®; u i“ »orii , oilV" iy 

topical - to try to r.ake n ?i r iSiT?Sr the purpoaoa 

“ o ho/^fSestlins'ani assu»c that tnc 

%%i7\o e ZL P £L weapon availaolo to -AU countries to apply 

pressure on southern Africa and that they were acre to co-oruinate 
reasonably successfully ~~ 


om Dnhancrn 




2. The sort of questions which this would leave for 
(not necessarily an exhaustive list) woulu then oe as 


considers Lion 
follows 


(a) What form could such an embargo in practice take 

in order to hit its chosen target with some degree oi 
discrimination? . ^ 

(b) V/hat about the special position of ^3 L & S? \ . 

(c) How vulnerable woulu the countries concerned, which 
would of course include Rhoaesia^be in terms of: 




(i) their existing stocks; 

(ii) their dependence on oil imports and ability to substitute; 




(iii) their dependence on Middle East oil in 

particular, as.uminp that the Iranians_ 

v/ent along with the Arabs«_ 

(d) Is Nigerian- or other African - oil a factor 
needing separate study? 

(e) What would be the likely declared objectives of 

the embargoing countries? If the OAU/Arab countries e e 

clever, they might for example start with a limited aim, 

eg an acceptable Rhodesian settlement,in tne nope tnao othoi ooutnern 

African countries, in particular {jouth Africa, v/oula oe fiivcn 

an incentive to put pressure on the Smith regime if they 

tnought they could thereby bring about an end oi the embargo, 

(f) 


EGRET 















countries 
common i'ront or 


(f) now far would the Southern African 
be likely to stick together to make a c 
pool? 

(g) What would be the 1 i ke 1 *5° ° P f c a ”b c S fox tend 

ori, dually directed at own inter- 

and in particular <11^0,1^^ ^ ^ embargo ini'. 

either oy aeliOerao na tural osmosis'or • 

«S‘&»tS p r* nJ ““ . nu „ wiM 

(h) If by deliberate d e ci ? lon, o »hat o doma„ 

be likely to oe a aae on us/ ^. on of Port ugal from 

total arms embargo; * touirher UN resolutions 
NATO ; acceptance ox tne tougnjr W J ^ ^ sia 

ttTeJXr aid^to* liberation movements). 


0(1 


.» * i •; 5 1. 


.;non* 


+ v ,„ t nn t oil these questions can most c ' 

3 . I recognise that notall q or oy the other po¬ 
or appropriately be dnewcrc v;e shall 0 f com- 

I am senaing copies ■*. - ° ncn itTtion with interest- 

our own analysis here in „ oll reel . " . or. 

But it woulu 00 b se -bl - o er . You should ' ■ suin'.,., 

if possible by the uidale °* than an illu ..«.s.tw :■. 

SfshoSu Zftril to^raise any points union you thin* «. ■" »"■ 
relevant, 

4 . I should perhaps also empnasise unat e in^embar/.ing ^ b;jr , ;o 

we are not necessarily assuming tha * likely. Nor that the 

%** *' °° 

own tr an attempt at an embargo were mace. 

5 . I have marked this letter secre ^'^f^ou^^e'r^ateful i^yoi™ 

thought to be cUSiatlSn to a strictly need to know 

ana others would limit its circus* uj.ua 

basis. 
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31 ? St. C Duncan Esq 

LOUKENCO MARQUES 

R W Ford Esq 
LUANDA 

X A East Esq CMG 
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miss E J Emery 
GABORONE 

K J ivioynihan Ci.iG MC 
MASERU 

E G Le 1’ocq Esq 
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Planning Department 


THE OIL WEAPON AND SOUTHERN AFRICA 



study of 
a brief 


Mr Le Quesne has suggested that we should put in hand a 
this subject, which could among other things oe used a t 

for discussion with the Americans when hr Le Quesnc visits W a lugton 

in February for his final round of talks on /^that if possible 
Department. He and Mr Campbell nave suggested that ii possible 

we should try to keep the study wi thin our own ^ Ltrnents) 

(though it may of course be necessary to consult outside D- 
rather than use the more cumbersome procedure of the JIOIBD 

2. There seem to be two ends to this:- 

(a) whether the Arabs or more widely the Middle 
East states (together pernaps with Nigeria; 
apply an effective oil embargo to Southern 
jifrica. The current Algiers Summit points 
in this direction, but it might be argued that 
the Arabs will want to give priority to the 
Arab/Israel question before using the weapon 
in other causes; 

(u) on the assumption that it were used against 

Southern Africa what would be the consequences/’ 

3. For purposes of the present exercise we propose to beg the 

first question and consider tne possible impact on ., «^ rioU8 
on the assumption that the Middle East suppliers did make a t. nlous 
effort to turn off the tap. I started the call rolling by so .a g 
the attached letter to Pretoria ana other posts. u ‘ey wiii 

not of course be able to supply all the answers and \.e shall need 
to do a bit of homework at this end. 

U. The first question perhaps is how the work should be organisej 
and on this I should be grateful for your views. If you tnink tLoo 
it is a fair one for the Planning Department, CSAD v/ouici oi course 
be glad to help as much as possible. If you are unable to ‘ * 

the task, we would ao so ourselves. In any event we * • , , 

need the assistance of Energy Department and probabiy the nconom 
Department - and may be other specialists as well, meam.h 
X should be grateful for any preliminary comments which 

/you 
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you and the 



30 November 

Copies to: 
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The following articles are distributed to demonstrate 
the current debate in the United States on the Aran 
oil embargo: 


1. U.S. ECONOMISTS URGE RESISTANCE TO OIL •BLACKMAIL' 

2. U.S. FOOD EMBARGO TO ARAB COUNTRIES WOULD BE FUTILE, 
STUDY SAYS 
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U.S. ECONOMISTS URGE RESISTANCE TO OIL BLACKMAIL 1 


Eight leading U.S. economists, including four Nobel prize winners, have urged 
the United States to resist what they call Arab "blackmail" in formulating U.S. 
Mideast policies. 

A November 20 joint statement was signed by Kenneth Arrow, Simon Kuznets, Wassily 
Leontief and John Kenneth Galbraith of Harvard University; Paul Samuelson, Franklin 
Fisher and Robert Solow of Massachusetts Institute of Technology; and Merton 
Peck of Yale. Professors Arrow, Kuznets, Leontief and Samuelson are winners of 
the Nobel Prize for Economics. 

The economists warned that, if consumers give in to blackmail once, more 
blackmail will be demanded next time. 

Their statement is not Government policy, but it comes amid several comments on 
the subject by U.S. officials. ' 

On November 21, Secretary of State Henry Kissinger stressed negotiation and 
conciliation but noted that if the Arab embargo continues indefinitely, "the United 
States will have to consider what counter-measures it may have to take." 

Dr. Kissinger said that this would be done "with enormous reluctance." He 
added that 85 per cent of U.S. energy is produced domestically, "so that we are not 
a total prey to outside pressure." 

A day earlier Under Secretary of State William Porter declared that "economic 
blackmail.. .will be a two-edged sword, hurting those who wield it as well as 
intended victims." He said no group of nations has all the resources its people 
need, adding that North America produces much of the food and industrial goods of 
international commerce. 

Following are excerpts from the economists* statement: 

(Begin excerpts) 

It may be felt that American aid to Israel and support for its position are 
in some way responsible for the energy difficulties (the word, "crisis," is much 
too strong). There is only a limited and most transitory connection, and our 
foreign policy should not be deflected in the slightest by the illusion that 
giving in to oil blackmail will in fact gain us anything. 
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The world crude oil situation has two aspects, 

^^First is the cartel of the producing nations, the members of the Organization 
of Petroleum Exporting Countries (OPEC), which has both Arab and non-Arab members. 

This cartel has been able to raise prices repeatedly by raising the tax on oil 
exports...The upper limit to this monopoly is the cost of alternative sources of 
fuel...It is certain that the OPEC nations will keep probing toward this limit. They 
began this process with the Teheran "agreements ' 1 of 1971 5 which were violated within 
a few months. In early October of this year, the Persian Gulf members ended the 
charade of negotiations and raised prices unilaterally. Without doubt, they will 
do so again. 

There was and is no connection between Middle East peace and the oil monopoly* 
of Arab and non-Arab nations. If some perfect Middle East political settlement were 
reached tomorrow, the OPEC countries would not give up a cent of their gains, and 
they would not cease to consider when and how much to raise prices... 

The new element in the situation lies in the cutbacks, over and above the 
normal scarcity, which were proclaimed in mid-October by the Arab nations and 
which, they said, would continue until the borders of Israel return to those before 
the six-day war of I 967 and until the Palestinian people were granted their "rights," 
a concept not explained... 

The cutback in total production of the Arab countries is genuinely damaging 
to the consuming nations, though the United States is harmed least of all...According 
to Press reports, the reduction appears to be 25 per cent of Arab oil, or about 15 
per cent of all oil moving in international trade... 

In the United States, the scarcity of gasoline and home heating oil is due 
primarily to a shortage of American refining capacity, which is not expected to 
be made up before about 1977 -- - 

Arab crude oil imports have amounted to about one million barrels daily, and 
refined products made from Arab oil, "an amount difficult to estimate but possibly 
as much again. "... Part of the maximum two million barrels, out of a daily consumption 
of 17 million barrels, will be made up by increased imports from non-Arab sources 
diverted to the United States (a decision which depends to no small degree on American 
oil companies). The overall loss to this country is at most 12 per cent... 

The consuming nations are not without weapons of their own, once they realize 
they are confronted with what the Petroleum Minister of Saudi Arabia, Sheik Yamani, 
has rightly called "war"... ,If united , they can refuse to supply food and manufactured 
goods to the nations committing the hostile act of embargo. The Soviet Union might 
find it difficult to make up the deficit, and the Arabs might well be unwilling to 
accept the resulting dependence. It would be more productive for consuming nations 
to confer on such counter-measures than to outdo each otlier in subservience which 
profits them nothing... 

The l.brr.n.fi ho Amerlerin nil ujifigo nny lrvlnr^l Imvn 1>r>n* f,l cl n 1 effnchfl. Oon.McrVfl- 
tion of energy lias become a prime need In meeting both the short-run difficulties 

and the long-run growing scarcity, and with a reduction in energy usage will come 
a reduction in our serious problems of air pollution. 
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TJ * express no opinions on the nature of any Middle East peace, or what the 
Un*|A states could or should do to bring it about. We do warn that letting our 
po^rey be determined or even influenced by the threat of injury is as futile as it 
is ignoble. Oil is a non-durable good. If to maintain the flow this year we 
accede to a course of action we would not otherwise desire, then it will follow as 
the night the day that we will be blackmailed again and again. The Japanese 
Government has for years been among those most favourable to the Arabs, yet they 
have been denounced for their "odious neutrality".. .And more was demanded: breaking 
relations with Israel, economic sanctions, and military aid to the Arabs...The more 
is given, the more will be demanded... 

The greatest service which the United States can render to friendly nations 
in Europe and Asia is not to let itself be swayed by this blackmail. For if the 
United States cannot be reached or influenced, then Europe and Asia are being 
tormented to no purpose, the Arabs have no motive to continue the cutbacks, and 
the usual money incentives to resume normal output will operate. (End excerpts) 
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U.S. FOOD EMBARGO TO ARAB COUNTRIES WOULD BE FUTILE, STUDY SAYS 


A special study by the Congressional Research Service of the U.S, Library of i 
Congress concludes that a U.S, food embargo in retaliation for the Arab embargo of I 
oil shipments would be ineffective. \ 

In a report requested by the House Foreign Affairs Committee, the Research 
Service on November 21st said Arab nations, with some exceptions, could get food from 
other sources more easily than the U.S. could get oil elsewhere. Committee Chairman 
Thomas E. Morgan noted that the report does not necessarily represent the views of 
the Committee or of its members. 

Following are excerpts from the Research Service Report: 

(Begin excerpts) 

On the basis of the data available, the leverage available to the Arabs through 
their oil boycott far exceeds any leverage that might be available to the United 
States through a food embargo since the Arabs can meet their relatively small food 
import needs from other sources in the world market, while the United States cannot 
meet its relatively large petroleum import needs from other sources. 

In order to understand the impact of a potential U.S, food embargo upon the Arab 
oil boycotters, certain basic facts about the nature of the Arab food market should 
be made clear. 

In one category are the oil exporters who are participating in the boycott: 

Libya, Algeria, Abu Dhabi, Kuwait, Bahrain, Qatar, Saudi Arabia, Iraq, and Syria. 

In the other category is Egypt, 

The countries in the first category obtain the majority of their foreign exchange 
through exports of petroleum, and, except for Algeria, whose greater population and 
development needs have limited the size of the growth, all have increased their 
foreign exchange reserves dramatically in the last four years. 

Finally, except for Algeria, they all have relatively small populations and total 
food requirements. Egypt, on the other hand, has a'large and rapidly growing pop¬ 
ulation, few natural resources, and has experienced continual chronic foreign exchange 
shortages since the closing of the Suez Canal -- its main foreign exchange earner.,. 

Except for the provisional 1973 data, the United States has never supplied more 
than 10.2 percent of the total supply of wheat to the area (16 countries). However, 
two countries have been more dependent upon U.S. supplies in the last few years than 
other states in the Arab world. Specifically, Saudi Arabia and Algeria have purchased 
sizable quantities of U.S. cereals...The U.S, portion of total Saudi wheat imports has 
ranged from 20 to 1*0 j^ercrnL -- with a provisional 1973 figure of 63 percent... 
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The U.S. percentage of Algerian imports averaged 47 percent... 

The United States has been providing about one-third of Saudi Arabian rice 
requirements. And, according to U.N. statistics, since the Saudi Arabians produce 
only two to three percent of their rice consumption, it can safely be said that the 
United States has provided about one-third of Saudi Arabian rice consumption in the 
last few years. 


Because of the effect of recent floods in Pakistan, which annually had exported 
100,000 metric tons of Basraati rice to Saudi Arabia, U.S. rice exports to the entire 
Arabian peninsula are expected to exceed 170,000 metric tons in fiscal year 1974 . 
Counting uses in other countries, this is over 80 percent of the consumption of rice 
in Saudi Arabia.., 

Not counting 1973* which is an exceptional year, the Arab oil producers, except 
for Algeria and Saudi Arabia, are for all practical purposes completely independent 
of U.S. food exports. 

Kuwait, Libya, Iraq, Syria, the United Arab Emirates, and the Gulf States are 
dependent upon the United States, at most, for five percent of their food imports. 

Algeria and Saudi Arabia are more dependent upon U.S. cereals but, as previously 
noted, the 850,000 metric tons of wheat they have purchased from the United Stater, 
in 1973 is an extremely small amount of the world wheat export market... 

The very structure of the U.S. grain export market is another factor that would 
work against the effectiveness of any embargo to the Arab world alone. Because the 
U.S. market is highly decentralized, it would be impossible for the original seller 
to determine the ultimate destination of the grain. 

Finally, except for Egypt, because of their very substantial, foreign exchange 
reserves, and the promise of even greater revenue as oil prices and output increase, 
the Arab countries are in an excellent position to outbid other potential food buyers 
in the world food market. Five dollars-a-bushel wheat can easily be purchased with 
five doilars-a-barrel oil. And, while the world market for food grains is tight, it 
is nowhere near as tignt as the world market for petroleum. Grain supplies are 
available in sufficient quantities even though the buyer might have tc pay higher 
prices for them. The same cannot be said about oil. 


(End exerpts) 












OIL AND THE ALL I ANoE^NAT IONALE OF TOURISME/AITOMOBILE ASOOoIATION 

1. John Ford of 'he Automobile Association, who is General 
Manager of the Association’s International Affairs Division 

and P.A. to Alec Durie, the Director-Ge eral of the Association, 
telephoned this morning to speak to you at the suggestion of 
James Mark, an old friend of his. Mr Mark had suggested that, 
even if you could not help Mr For'’ Dersonally, you would at 
least be able to point him in the right direction within the FCO. 

2. Mi Ford and Mi Durie are seeking official guidance and 
advice in the following matter. T 'r Durie, as well as being 
Director-Gener^L*gf the Automobile Association, is President 
of the Alliance^;’atior;ale de Tourisme (the organisation of 
all the automobile associations in the world). As a result 
of a meeting of the Alliance in Munich last week Mr Durie 

is under considerable pressure from the central European 
countries to make some approach to the motoring organisations 
of the Middle East about the oil situation. Neither Mr Ford 
nor Mr Durie are under any illusions that any such approach 
would have any great effect, but they are nonetheless under 
an obligation to make some move in this direction, and, in 
particular to go out to Kuwait to discuss the matter with the 
President of the Kuwaiti Club, who is a brother of the ruler. 

Mr Furd has already been in touch with the Vice-President of 
the Kuwaiti Motoring Club who is prepared to call a meetin 
with all Middle East Motoring Clubs in the middle of Tanuary. 

3. Mr Ford, on behalf of Mr Durie, would like to meet someone 
in the FCO, if possible before Christmas or at least before 

1 January, to discuss this proposal, as neither he ror M r Durie 
wish to do anything that would embarrass the Government in any 
way in the oil problem. Mr Ford’s telephone number is Basingstoke 
62922. He would be grateful for an early call. oi-St 


M. a Key 

PA to Mr P H R Marshall 
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CONFIDENTIAL 

TO PRIORITY THE HAGUE TELNO 237 OF 18 DECEMBER, 1973 INFO WASHINGTON 
BAGHDAD. 

YOUR NO 625: IRAQ OIL AND BPC. 

1. YOUR PARA 2. THE IRAQIS NATIONALISED DUTCH INTERESTS IN BPC 
ON 21 OCTOBER "IN PUNISHMENT. OF HOLLAND’S HOSTILE STAND TOWARDS 
OUR ARAB NATION AND ITS CONTINUOUS SUPPORT OF CUR ENEMY”. THE 
NATIONAL COMMITTEE ON FOLLOW-UP AND IMPLEMENTATION OF OIL AGREEMENTS 
ISSUED A STATEMENT ON 7 NOVEMBER THAT AS ONE OF THE METHODS 
RECOMMENDED BY IRAQ FOR EMPLOYING THE OIL WEAPON, OIL SUPPLIES 

TO COUNTRIES ASSUMING HOSTILE ATTITUDES SHOULD BE COMPLETELY 
SUSPENDED. 

2. WE HAVE THEREFORE NO REASON TO DOUBT THAT IRAQ IS COMPLYING 
WITH THE EMBARGOES ON THE NETHERLANDS AND OTHERS AS DECREED BY 
OAPEC. 
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ARAB OIL 


1. Mr Montague-Browne told me this afternoon that he had 
asked the Indian High Commhsioner how they were getting on 
regarding oil. The High Commissioner said that India was 
in a bad way. However an Arab Ambassador in London had 


told him that, following the AlgfeCiD summit, a split had 


developed between Arab Foreign Ministers (who wanted to 
ease up on use of the oil weapon) and Arab Oil Ministers 
(who wanted to press on with its use). 

2. This fits in with the kind of information we have 
been receiving. Evidence that the third world (cf yesterday's 
telegram from Ethiopia) as well as their Western friends are 
really beginning to suffer is piling up on the Arabs. I 
believe that this may well strengthen the hands of the more 
sensible "political" Arab Ministers against their more 
technical colleagues who are becoming very elated at the 
way in which their weapon is growing. I conclude that we 
were right to confine our recent round of messages to the 
Emir of Kuwait and the Egyptian Foreign Minister and we 
would do well to avoid overplaying our hand in the 
immediate future. In my view we have done quite enough 
already. 
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3. But the real point is that the key is still in the 
hands of King Faisal. We are certainly doing everything 
we possibly can in that direction. 


* • 

A D Parsons 


6 December 1973 
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TUB OIL WEAPON - AN' ALGERIAN VIEW 

1. I am enclosing a photocopy of an article in today’^ s semi-official 
"El Moudjahid" by Ahmed Belaid. Since the meeting of Arab oil 
Ministers at Kuwait on 16 October took the first decisions on ways 

of employing Arab oil as an economic weapon in the war with Israel, 
these articles have become a leading daily feature in ",j 1 koudjahid" 
and other Algerian papers. Ahmed Belaid is generally thought to oe 
the nom-de—plume for someone close to Belaid Abdesselam, the 
Algerian Minister of Industry and Energy. Some sources here claim 
anyway that Abdesselam makes extensive use of "Belaid^" column go 
put across his own particular views. 

2. Looking at the enclosed article which is typical of ^'Belaid's" 
unendearing style, I think you will agree that we should talce what 
small comfort we can from this last thought. It is sufficiently 
disturbing to think that such cold distaste for, and demanding 
attitude towards Western Europe at large might be held by the 
President of the OAPEG at the present juncture. 



M B Collins 


cc: Chanceries at; 


Brussels 
The Hague 
Bonn 
Paris 
Copenhagen 
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D© notre envoye special a Bruxelles, Ahmed BELAID 


BRUXELLES. - • Poursuivant 
leur tournte des capitales occi- 
dentales, MM. belaid Abdesselam 
et Zakt Yamani, ministre algfrien 
de I'lnduttrie et dr IFnergie 
ministre sdoudirn du Petrole, tern I 
arrive s vendredi a brvfells*. De* 
puts JJ jours, la Belgique est qua ?i 
m*nf recouven* d'un fort fa;;s 
de ridge et le trotd sevit fort . (V* 
conditions mtteorutogiques d’une 
durst 6 onset exception nr tie, nous 
a-t-on dit. iont que la delegation 
arabe du Tclrole etait ellf-mime 
fort attrndue. Cent ainsi qu’arn- 
vdg vtndredi a midi dans la ca¬ 
pitate beige et du Ma.rcht com- 
mun, la delegation fat acaieillie a 
Vatroport par le ministre des Af¬ 
faires etrangArer, M. Van Flslan- 
de. 1‘ambassaneur d'Algt'te, M Ait 
Challal et le Corps diplomatique 
arabe. Peu apr^s Ja delegation 
ministtrielle a*obr Ctatt VhAte d 
dtjeuner du Premrer ministre, M. 
Leburton. A re repos, amstaient 
fgalement le ministry bege. den 
Affaire* itrftng^rer, ** t»TOisfr« ties 

A 'taire.s tconomiqnes. M. Claes, 
qui a la charge de lappmvision- 
nement prtro iter dc le Belgique, 
rw amlxissudc’fr* (t'Algeitc et d'A- 
rubte Seouditr d HmxeUen, ains< 
que M. F r anq<ji% Ortoli. president 
ite la Comjriunaute eutupeenne 
Aust’fdt apres, vers qutnze heures, 
let entretiem de la delegation mi - 
nistS'ieUe arabe atm la df legation 
beige conduite par le Premier mi- 
nmtre cvmmejigaicnt dans une sui¬ 
te de conference du Palais dKg- 
tnont. 

Ces entretiens devaient durer 
•• uji peu plus <Ui deux heures, pun 
les deux minlstres du Pttrole, MM 
Belaid Abdesselam et Zaki Yama¬ 
ni. refoignaient rhblel Hilton oti. 
comma d Vhabitude, tone deux onf. 
donnA une conference de prtut 
qui fut suivie par de tris nom- 
braux journalist cm. 

Au court da cette confiranca 
da press*. nous deviant apprendre 
qua MM, BStaid Abdesselam et 
Zaki Yamani tecevraicnt, d sa de- 

mande, pendant leur stjour dans 
la capitale beige, un ministre nd- 
arlandais. Devant les loumalistes, 
les mtnistres arabes ont d4velopp4 
urec une inlassable patience l’a*- 
g{mentation arabe qui a conduit 
• la reduction de la pr^iuctlon 
vetroh+rr d l embargo vers les 
btats-L' '»»j la H(Alande Tour d 
tour, preno r la parole, let minis - 
>r es algeru • r.t seoudien ont ex - 
ulu<y4 que pitrole pourrait de 
noht enu coulr d partir du. moment 
ou Jsrnd restart erait un plan ra¬ 
bble (Ttvacvat des territoires 
jccupis. Mai$ L ne s'arretcraii pas 
f t pmbltma. /« riglement difi - 
nitif de la ques **n du peuple pa - 
kstmien qui »» trouve dans la 
pire dat situatic*\9 conditionnera 
igalement fdvolu /to da la pro- 
iuction pdtmylidra. ette argumen¬ 
tation ee base, entr* autres points, 
tux la fait que VBu "»* a des res - 
ooueabjliUs Arddante* tans la crea¬ 
tion d'lsratl. 


On fait paver aux Arabcs les souf- 
Tfances tjue TEurope fit s tbir aux 
Julia et la creation “cTl *-1 • • c 1 "osulli' dea 
^v^nfinentfi mui r»e sont cieioules en 
Europe de 1939 u 1943. 

Par ailleurs, en « boutUnt '> lor, 
Arabe a palesttnicns hora do le* r pays, 
les Europerns nuvlntic*nner»t rteoub: un 
quart de si&clt une injustice qui I-it 
de plus de 2 millions de persmmes. dt-s 
« non-i>erRonnes » qui sold ravees de 
toute trte v-w apbiquc dan . d»s con¬ 
ditions plus quo miserabbv Or, r**.« 
souffrancos sont dues a i E ;r«>po. En 
outre depuis 25 annees. les Huro|>ef ns 
iaissent tout le champ libre neccssai- 
re aux actions san^lant» j s d I. rael et 
lui prodiguent leur soutien. Or. les Eu¬ 
rope? ns se derobent compl^temcnt ^ 
leurs res]>onsabilit<5s alors q\t’ils jxt - 
sedent deux sieges au Conseil tie Se¬ 
curity. De plus, on ne ixiut qtm -‘eton 
nor que le* lantoios francai>-; e* an- 
plaisc aien‘ pu laisser « pout tie. r»u* 
sons de v»*cab'ilalres )>. done d»* r:u- 
sons techniques, le doute planer -‘.t 
1*interpretation u donner a !a les^lu 
tion 242. \ 

11 exjste done b!en de; mo*’Ts 
• ilitiques a la t^ducUon d doru- 
tu nt vxnir laisser tous les uouLes pla- 
u« r sur rintcrpn Uition de cette reso¬ 
lution 242 Iri cyalement. les Kuroiwns 
ont des responsabilit^s. Et i r '’ i>' n - 
pos. comment doir-or» Intel pi to la 
declaration du ininistf e helve ti*- y- 
fatres ^t.rang^rcs, taito il y a 
ment deux jours devant le Par! m»nt 
de la Belgique qiu l^ve effectiwnvnt 
Certain? cies ambiguites de la pi>sii on 
beige a prop;, de la resolution 21’ ° 

Cette intervention fait* & P«dne 
deux Jours avant l’arnv*> cU"- deux 
inlnlMref* arah» % \ prouvo bleu que b • 
AruVies ont eu |uufnltoment rnl<on 0" 
se m^Her de in declaration df\s Neuf •> 
qui n’a pas lev^ les Equivoque* fiour 
une position Tranche vio-a-*5s du pm- 
bl^me des territoires ocuupes et fl? lu 
question du i^uple palestinien. Par 
contre, la u ' ?nte declaration beig** 
precise qu’lsraei doit absolument tv;,- 
cuer tous les temitolref. occupes et. q- « 

rvrobicrut i ^l^ Mnien do;« >1 s 

^tre consider* sous l .ingle humanl'a' 
re, mai? sous *.c»n veritable nsfx?ct de 
toujours a s.» f .»it son aspect politi¬ 
que et geograph ique. 

Est-ce sufl; \nt p,-)ur que la Hel- 
giq.. soit consj^vree commc un pays 
ami <*•■•■« Arabes r’est une autre ques¬ 
tion. Ne 'h avona .icja f*rrit, et le*i res- 
ponsable arabes ‘*\t declare, que les 
declarations de pr cipe ne pouvalent, 
plus gruferc stiff ire a « adoucir *> la 
reduction de la pHiductlon ou l'em- 
bargo patroller. II s'i»v6re quo les pays 
occidcntaux croien‘ 6chapiAT at;x 
mesures d^cidees a oweit rn 
faisant l»s pays arab-. dun commu¬ 
nique. * 

Dcsormais. s»'uls It ., nctes po i'.ifs 
en favour d’un regie ment de t«»Mt'-s 
questions du Moyen-Orient, trotive- 
ron» unc •[ oreil'e attentive » aupres 
des \rabe* Les <-'uro«)t*ens paraissent 
ne conn- end*e le fait quo leur se- 
curu plus «,uc i* ur confo t. ix»ur le- 
quel iIs plaident ^vtuellement, e.<t pro- 
fonde nent et jet* 


Cc fut de tous temps la position 
rlr 1‘Algrrie rlr lior la sdcurile euro- 
r>yenne a la securito en Meditcrranec. 
( y ' r . les reccnt.j ev^n^m^rits d. ; T*')n- 
trent bien que la s6i?uvit6 curop6cnno 
♦\ i rlbui ilri' y,* rrlu <1,* la Mt’dilcrru- 
nc« 11 r* | evul'nt. que ’*i siVcurite en 
Moditerranet englobe tous les pays 
arobf s y compris ceux de la p£ntn- 
snl»’ aiabioue si eenx-ci et-e|/»nl m/*- 
nact s Les evenernents que l’Europe vit 
presf-ntenumt. sent dailieurs la con- 
cfi iiu»nce de r»b‘^nce ernne nolltloue 
Je securite en M4dlterran(‘e ll^e a cel¬ 
lo de l'Euro|>e. Et si les Europdens 
avaient encore besoln d une preuve, 
l al**rte atomique mondlale d6clenchfe 
par Nixon ne le fut-eile pas en rai¬ 
son des £v6nements du Moyon-Orient ? 

C ost pourquoi, nous estimons qu>n 
l^change de la prosp^rit^ des Euro- 
p^ens ^ laquelle nous contribuons 
puissaminf-nt par l’apport d une ma- 
tii re premiere PSvsentielie et capitale 
pour leur d$veloppement, les Arabes 
a It en dent de ces Europ£ens unc soli¬ 
darity totolement justifiee. Notre 
conccDlion a s relations mtcinaLonu- 

les fait que rinterdei^ndance ft la- 
quelle nous sornmes parvenus, Euro- 
phens el Arabes. doit so traduire par 
une solidarite de fait et d actions 
done, pa riant de cc point d/' vue. on 
no jx'ut que s’rtonncr de rattilude des 
Europeans qui considerer.t eomme »*s- 
senticl pour leur vie le petrole arabe 
et nf-gUgcnt ios menaces qui contl- 
ji ir r»i !•■ jvst r sur les jK»uplos arabes. 
Alois que Dm asMste dans 1c monde 
cnltcr a un regteunent des problemes 
politiqucs jicndant dans l'interet des 
pt uric* pour b velopper leur coopera¬ 
tion. Poui arnver a elunlner les cuu- 
Up tension, il taut parvenir k In 
,oop. :Mir»n et ii la liquidation de cos 
raises de tihMcm. On lie com pro nd 
!>.•*, dune qu il n'en est pas do memo 
nvec les Arabes. Cc qui est absolument 
intolerable vient dc l imprcssion que 
l*i>n a que lc i^trole n est. pas un© 
alfa’re arabe et qu‘ll suifit de s’enten- 
dre uvee les eompagnies. Les yv6ne- 
ments quo nous vivons prouvent le 
contraire. ‘ 

Faisons un relour en arrive et re- 
venous a I.»ondies. A Londres, les Ara¬ 
bes out eu le sentiment certain quo 
les pays euro pee ns voulaient desor- 
mais des cor.eertatlons pour discuter 
ri fixer le. prix du petrole. La pre¬ 
miere objection de principe que rsous 
faison Uer.t au fait que lorsque le rtmr- 
rh6 etait I.ivoral.de au.v finys consom- 
inaieur;, ceux-ci n’ont point deman¬ 
ds de concert a tion pour e\itcr une 
d'darmra’lnn des revontts dcs pays 
productems. Or. la ioi du march? est 
la ioi du rnarchfe. Aujourd’hu:. celni-ci 
est favorable aux pays produrleurs, 
it nous laut en prof!ter. Mats si le.* 
pays mdu 1 triels pretendent que nous 
devions di-rutor a l'avemr dc ivvolu- 
tion des pr»x du pytrole, no ’s e»t,mons 
de notre coll* qu’il est nb. gntoire dc 
disculer <le t/>us les prlv les produ.ts 
industriels tb*nt nos *>.i. sont ache- 
tcurs. Nous sommes uum prets k en¬ 
gager touies l*’; dlsciu^ons sur les 
pri^x de tous les pmduus mais nous 
de.vons rnppel^r aux Eu' »ixens ou'ure 
telle di&cu.ssion i>orterft . automattquc- 
ment sur la structure des prix dc leurs 
produits industrialists, y compris les 
augmentations de salaires que les in¬ 
dustriels rypercutent quand Us yta- 
bllnsent Iruta prix. C’est dire que nous 
ilw'Hlerbwt ()'* b»on }i * Wiprfiitf qW 


too* a* ini/? 













Samedi matin, lea deux rainlstrea 
devaient recevoir le mlnistre holian- 
dals des Affaires Sconomiquea, M. Lub- 
,^crs. Un diplomat© nous disait que la 
demande d’audlonce hollandais© avalt 
et& formulae en deo tonnes al insis- 
tants qu’il n’avait £b6 gudre possible 
de refuser. Ainsi done, dcpuls le d6but 
do 1'embargo sur la Hollands, c’eUlt 

la premiere fols que les ministres ara- 
bes du Petrole allaient discutcr avec 
le rcsponsable hollandals de l’Energie. 
Cette rencontre fut d^cevante, le mi- 
nistre hollandals fut. £galemewt d6ce- 
vant. Les deux ministres arabes, en 
le reoevant, lui donna lent uno occa¬ 
sion dc laire cn sortc que )a Hnllnnde 
sorte du marasme nd l'embargo la 
plonec. ftion nr sortit done dc cctte 
entievue su on que les deux emlsaal- 
ros arabes eialent plus que persuades 
de la n6ceK>it£ de poursuivre le bov- 
cotlage p^trolier de la Ilollandc. Peu 
a pres cet entretlen, M. Belaid Abdes- 
hclam rencontrait le president dc la 
rommunautd europOennr.M. Ortoll et 
M. Simonet. president de la commis¬ 
sion £nergfctlqur europ^enne. KnHn. Ic 
niinistre algciv. i ueviut ciore .un s-e- 
jcnir a Bruxelh- a la Radio-T6l6vision 
beige ou il paiPcipnlt a une grande 
Emission face a l os journallstes. Ce'lc 
Emission d une t. jree d une heure. lut 
programme a u.» horoire de grande 
tcoute. alors que xrnte la Belgique est 
k la inaison en ra-son de I’interdiction 
d’utiliser de roulci en voiture. 

Hier dimanche. 'Europe ne roule 
pas sauf 1’Angleterre et la France. Co 
dernier pays vient dc faire connaltre 
ses nouvelles mesures encourageant les 
>conoml/a de carburant. D'ores et de- 
ia t«is meaures de Koweit touchcnt dS- 
sormals lous les pay* occidentaux. 

AHMED BELAID 
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KNOW THY FRIEND AND ENEMY 

The use of oil as a weapon in the Arab struggle 
for the liberation of usurped Palestine has at last 
proved its effectiveness in international politics. 
Many pro-Israeli and other countries who were 
closing their eyes to the legitimate rights of the 
Arabs in their struggle against Zionism and the 
liberation of Palestine from the Israeli marauders 
stand today to question the “wisdom” of their whole¬ 
hearted support to the Zionists, and their anti-Arab 
feelings. 

We have always said that most of the Western 
countries have fell prey to Zionist blackmail and 
information disfiguration. We tried, diplomatically, 
to clarify our stands vis-a-vis the Arab-Israeli con- - 
flict, but to no avail. We proved to the whole \yorM 
that the Arabs are falling victims to Israeli aggres¬ 
sion and premeditated. Still, our calls received deaf 
ears, until we came to the conclusion that those who 
were using our oil to gear their industries and flou¬ 
rish the standard of living of their peoples, should 
once and for all heed to reason. That’s how the 
slogan of using the Arab oil as a weapon was raised 
and put into force by revolutionary Iraq to be later 
adopted by the Arab oil-producing countries during 
the October war as a leverage in our battle of des¬ 
tiny. 

But this call and action meant to cause harm 
to the friends of the Zionist entity who continue to 
provide it with all means for destroying the Arabs; 
in other words it was meant to use the oil as a wea¬ 
pon against our enemies, not friends or those who 
began to be rational and took courageous stands 
against the Israeli aggression, or those who stand 
neutral in the conflict. 

A number of Western countries began to realise I 
that their previous stands and support to the Zio- ( 
nist did not pay the “expected” dividends, political¬ 
ly and economically; and that they are liable to 
cause harm to their peoples if they continued to 
tread dark alleys as they did before. Moreover, 
they discovered that their blind adherence to the 
U.S. Middle Eastern policy has drowned them in 
many “lakes” from which they are now trying to 
float atop. 

Therefore, to be fair to those who began to see 
and listen to our legitimate causes, our oil should 
continue to flow to them to further consolidate our 
ties with'their peoples and win them to our side. 
In short, we shoutd not treat the enemies and frie¬ 
nds on the same footing. 
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With the compliments o 


uKinyfl t r M"BAysr 

BAGHDAD 
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4 , 


TO IMMEDIATE ECO TttTJO API OF 17 DECEMBER 1973 INFO PRIORITY 
KUWAIT JEDBA km BAHRAIN. 


YOUR TEL NO 189 TO BAHRAIN'S KUWAIT OAPEC MEETING. 


1. THE AMIR VOLUNTEERED TO ME TODAY THAT ME DID NOT V/ANT ANY MORE 
CUTS IN CRUDE OIL PRODUCTION IN QATAR 99 WE CANNOT AFFORD TO DO 
IT AND WE DO NOT WANT TO HURT OUR FRIENDS”. 


2-. HE THEN SAID THAT HE WANTED THE ARAB WORLD TO MOVE CLOSER TO 
EUROPE AND AWAY FROM BOTH AMERICA AND RUSSIA AND HE FULLY SAW 
THE DANGERS OF THE CUTS IN CRUDE OIL TO THEIR POSITION VIS-A-VIS 
EUROPE, 


3. FROM THIS ONE WOULD ASSUME THAT 
REPORTED BY SAUDI SOURCES. HOWEVER 


QATAR DlD NOT TAKE THE ATTITUDE 
WE SHOULD HAVE TO KEEP AN 


OPEN MIND ON THIS UNTIL WE HAVE A FIRM COLLATERAL BECAUSE THERE 
HAVE BEEN SEVERAL INSTANCES IN THE PAST OF QATARI REPRESENTATIVES 
HOT OBEYING INSTRUCTIONS. ALI JAIDAH, WHO WAS THE REPRESENTATIVE 
AT KUWAIT IN THIS CASE, WAS WITHDRAWN FROM THE RIYADH TALKS ON 
PARTICIPATION BECAUSE HE WAS NOT FOLLOWING HIS BRIEF AND WAS 
REPLACED BY A MINISTER AT NO NOTICE AT ALL TO CARRY ON THE TALKS. 
THERE WAS ANOTHER INSTANCEOF THE QATAR MINISTER AT THE UN VOTING 
THE WRONG WAY AND INFURIATING THE AMIR. 


4. FURTHERMORE ALI JAIDAH, IN A CONVERSATION WITH HEAD OF CHANCERY 
HERE TWO DAYS AGO, SPOKE IN A WAY WHICH WAS PERFECTLY CONS!STEM! 
WITH HIS HAVING TAKEN THE ATTITUDE ALLEGED AND COMPLETELY OUT OF 
TUNE WITH His AMIR. ALI IS A MAVERICK WHOM THE AMIR PERIODICALLY 
SWIPES BUT HE ALWAYS COMES UP FOR MORE SINCE HE IS THE ONLY 
QATARI QUALIFIED TO CO HIS JOB. 
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5. jl WOULD BE INTERESTING TO SEE WHAT HAPPENS IN JANUARY. THE 
COMPANIES HAVE NOT YET BEEN INSTRUCTED ONE WAY OR THE OTHER 
AND { THINK IF THE AMIR CAN PO SSI ELY GET OUT OF CUTTING HIS 
FRIENDS FURTHER HE WILL DO SO. 

HENDERSON 
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12 December 1973 


J R Young Esq 

Middle East Department 

ECO 







INDONESIA AND ARAB OIL " 

1. Please refer to Jakarta telegram no. 899. 

2. When the Indonesian Ambassador (resident in Baghdad) called 
on me on 10 December he gave me some details of Indonesia's 
present problems in connexion with the Arab oil cuts. Although 
Indonesia exports oil, mainly to Japan, she also imports oil from 
the Gulf because her oWn very low sulphur crude (he said .01^) 

is at a premium in Japan. Imports from the Arab countries were 
now being cut and Indonesia could not qualify as friendly because 
of her exports to Japan; the (false) story of large-scale "secret'' 
exports to Holland (in fact normal shipments which were at sea 
before the embargo v/as imposed); and her genuinely non-aligned 
position, which meant that although she had alv/ays supported 
Resolution 242 she could not point to any outstandingly pro-Arab 
statements or gestures recently. The Kuwaitis had not actually 
suggested that Indonesia refrain from exporting her crude: they 
had merely enquired what the position was. 

3. The Ambassador said that in addition to crude oil imports 
Indonesia also needed to import half her annual 2 million-ton 
requirement of urea for the manufacture of fertilizers. Her own 
exports were varied and did not suggest many opportunities for 
direct bilateral deals with oil exporting countries. Much of the 
timber she sold to the Arab world was, for example, sold to 
Singapore and re-exported from there. Like the UK she benefited 
best from a multilateral trading system. 




cc Chanceries: 


A J Wilton 
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YUGOSLAVIA AND THE OIL CRISIS 


REGismy'tfo-1 o 1 


iv a-fc, " 


1 . You may care to know the the Yugoslav Charge d’Affaires spoke 
to me on 10 December about the possible effects on his country of 
the oil crisis and their consequent strong desire to see an early 
peace. He said that he had noted, as no doubt had the Moroccans. 
that one of the effects of lowered economic activity iif’fflffS^e'^Rras 
that foreign workers in European countries tended to be the first 
to be dismissed. Yugoslavia had very large numbers of such workers 

wou i d face a truly disastrous problem if 
tney.were _orced to return home, it was not simply the question of 
tne increase m -unemployment but of a large diminution in the 

v • million per year in hard currency from that source which swelled 
Yugoslavia’s balance of payments. swelled 


Copied to: 



Chancery, Belgrade 

L> r 

Eastern European & Soviet Dent 
(Southern Section) 
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TEE OIL WEAPON 

1* My French colleague called on me on 11 December . He had been 

away on tour of* his subordinate posts in the Gulf inspecting 

them by way of preparation for the appointment of independent 
Ambassadors in Bahrain, Qatar and Abu Dhabi early next year. He 

explained that as he was off to Paris on Thursday and would not be 

back until mid-January he had asked to see the Foreign Minister 
in order to vent on him some of his pent-up feelings and prepare 
himself to report to the Quai d'Orsay. He said he was being 

strongly pressed to accept Jedda as his next post, but if he went 
it would be "on terms" (he mentioned four journeys home per annum). 

2. By his account he had taken much the same line with Shaikh 
Sabah as I recently took with him, with the Minister of Defence 
and with the Ruler. He had drawn attention to the fact that 
Kuwait was not in fact doing anything for her "friends". He had 
pointed to the Arab interest in having Europe strong, united and 
on their side. He had underlined the dangers of pushing things 
too far. Shaikh Sabah had adopted a fairly conciliatory line: 
a little patience and he was sure things would be worked out; a 
few weeks was not long to wait when Europe had "forgotten" 
Palestine for 25 years; Kuwait could not discriminate between 
grades of friends until a list had been agreed with the other 
producing states; there v/ould be another meeting when Yamani and 
Belaid Abdul Salam returned and he hoped a list would then be 
drawn up; he hoped Foreign Ministers would be present at it. He 
agreed about the Arab need for a strong and united Europe. The 
Arabs had no wish to be left in a triangle with the US and USSR. 

If Europe, the Arab World and Africa could get together they could 
snap their fingers at any other power or group of powers in the 
world (a touch of the Qadhafis?). 
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3. I told M. Carton that I had taken much the same line^ At his 
request I went over what we knew of the factual position regarding 
Kuwait’s production cuts and instructions to the KOC about non¬ 
discrimination between customers. I also ticked off the various 
respects in which Kuwait has gone beyond OAPEC decisions, Saudi 
practice etc. He took notes. 





A J Wilton 
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TO IMMEDIATE BAHRAIN TEl.NO 189 OF 12 DECEMBER 1973 AND TO IMMEDIATE 
DOHA INFO ROUTINE KUWAIT AMD JEDDA. 

KUWAIT 0APEC MEETING 

1. A NORMALLY RELIABLE SAUDI SOURCE HAS TOLD H M EMBASSY JEDDA 
THAT KUWAIT AMD QATAR OPPOSED EXEMPTION OF THE UK AND FRANCE FROM 
THE FIVE PER CENT JANUARY CUT-BACK AT THE RECENT OAPEC MEETING. 

THIS ACCORDS WITH A STATEMENT BY KING FAISAL TO MR ROTHNIE THAT SAUDI 
ARABIA HAD BEEN OUT-VOTED OVER A PRGPOSED CHANGE OF POLICY WHICH 
WOULD HAVE ALLOWED THEM TO INCREASE PRODUCTION TO TAKE CARE OF 
QUOTE FRI ENDS UNQUOTE. 

2. WHILE KUWAIT'S ATTITUDE IS PERHAPS LESS SURPRISING, WE FIND IT 
HARD TO ACCEPT THAT QATAR WOULD OPPOSE SAUDI ARABIA IN THIS WAY . 

WE SHOULD BE GRATEFUL THEREFORE IF YOU WOULD FOLLOW THIS UP 
DISCREETLY WHEN YOU DEBRIEF YUSUF SHI RAW I ON THE MEETING, WITHOUT 

OF COURSE REVEALING OUR SOURCES. GRATEFUL ALSO FOR ANY COMMENTS 
DOHA MAY HAVE, SUBJECT TO THE SAME CAVEAT. 

A'AQ)(T{orfftA 3/&7/J 

O/U 


DOUGLAS-HOME 

/'/L£S 
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THE OIL INDUSTRY IN BAHRAIN 

LINE T O TAKE ( To encourage the flow of Petroleum Products from 
Bahrain to UK.) 

1 The Secretary of State will wish to express to local Ministers the 
desire of HMG to see an increased flow of products to UK. 

2 There would seem to be some scope for such re—scheduling of supplies 
as a result of the difference between supplies to embargoed sources 

(36# plus possibly South Africa) and actual production cuts (l 8 $ overall) 
(see Para 8 ). However, any gains which might result from such action 
would have only a marginal effect on total supplies of oil to UK. (Compare 
the 260 thousand b/d throughput of the Awali refinery with 1972 Kuwait 
crude oil output of 3.29 million b/d and Abu Dhabi output of 1.02 mb/d) 
BACKGROUND ’ ' 

Production 

3 The only existing production in Bahrain itself is by BAPCO (a Canadian 
subsidiary of Caltex) from its declining Awali field. Yet, the Bahrain 
Government shares with Saudi Arabia the revenue from the offshore Abu 
Sa'fah field which is operated by Aramco. Bahrain production in 1972 
was 69.9 thousand b/d, and production fell further to a level of 68.7 
thousand b/d in June 1973* 

Refining 

4 Bahrain's oil exports consist solely of petroleum products. The 
island’s only refinery, at Awali, is the second largest in the Middle 
East. The refinery is owned and operated by BAPCO and now has a crude 
capacity of 260 thousand b/d (about 13 million tons a year). In 

addition to all local production, it handles Saudi Arabian crude transported 
by submarine pipeline from Ras Tanura. Plans for refinery expansion have 
been studied and a de-sulphurisation capacity has already been installed. 
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Bahrain and the Oil Weapon 

5 As of 4 November 1973* the refinery had been working dt 260 thousand 
b/d, of which 75$ was piped from the Saudi Arabia mainland and ARAMCO's 
offshofe field. The remaining 25 $ of refinery input was derived from 
Bahrain crude oil. 

6 The Bahrain Government supports the OAPEC oil: policy despite the losses 
it will suffer. The Saudi supply has been cut by 25 $. Bahrain was 

| exempted from cutting its own production. Therefore, the total 
| input to the refinery was reduced by about 18$. 

7 Of the exported products (whether from Bahrain or Saudi crude), 29$ 
went to the US Navy, about 5 $ to the USA, and about 2$ to Netherlands. 

All these were cut, leaving exports at around 36$ below normal. This 
is the level the refinery was working at in early November, but 

South Africa was being added to the "black list". 

8 There is an obvious physical discrepancy between the 18 $ cut in 
input and the 36$ cut in output. However, in early November, BAPCO h-id 
21 8 a,vs storage with which to raanipulatSj and hoper to increase exports 
to other destinations. Japan, of course would be very interested. 

British Interests 

y 

9 Thors are no British company interests in the Bahrain oil industi^ 
which, of course, does not supply any crude to UK. Supplies of 
petroleum products to UK from Bahrain totalled just 435 thousand barrels 
in 1972. Such imports for the first ten months of 1973 totalled 392 

thousand tons, compared with 318 thousand tons for the first ten months 
of 1972 . 

0P2a 

7 December 1973 
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UNITED KINGDOM 


1, The OAPKC decision of 17 October imposed a percentage cut on 
the basis of the September production figure* Kuwait imposed her 
cut on the basis of the 3 million barrels a day figure, which 
resulted in a heavier cut* 

2* The original resolution did not require that the oil embargoed 
to us and Holland be withheld from all. The Kuwaitis were the first 
to do this, though the Saudis followed closely and it was 
subsequently imposed on other producers by the 5 November decisions* 
3, The further cuts imposed on 5 November were accompanied by the 
proviso that they should not reduce exports to friendly countries 
below their average level for the first 9 months of the year. 

Kuwait has nominated no friends and has insisted that the companies 
supply all their previous customers (except the United States and 
Holland) "without discrimination". Given the size of the overall 
Kuwaiti cut, most of her customers will be reduced below their 
average for the first 9 months. For example, so far as the United 
Kingdom is concerned the average landings of Kuwaiti crude over the 
first ten months of 1973 were 465,000 bpd. In December we expect 
to receive only 364*000 bpd and in January 304,000 bpd. "e had 
expected, but for the cuts, to have received an average of 
465,000 bpd in December and 493*000 bpd in January. Thus by January 


/thee e e 






the expected shortfall will toe of the order of 1+0.o on expected 
landing figures. 

4. The Vienna decision of 15 Koveiaber to remit the 5.- r©comber cut 
in favour of friendly uuropcan countries has not been a,;, lied toy 
Kuwait. The order issued to the companies in November to cut by a 
further on 1 :;ece ber has not been rescinded. 

3* The Gaudi Oil minister has said that Saudi ratoia would sup, ly 
friendly countries with oil at the average of the first nine months 
of 1973 or of the September figure, whichever was the greater* 
here any choice of fig-urea existed Kuwait has so far chosen to 
supply at whichever figure wa3 the smaller. October landings in 
the United Kingdom (ie Ceptember shipments from Kuwait) were 
637,000 bpd and thus provide a much more favourable basi6 for the 
United Kingdom. 








MESSAGE TO HIS HIGHNESS THE AMIR OF THE STATE OF KUWAIT 

FROM THE RT.HOK. ED’YARD HEATH, PRIME MINISTER OF GREAT BRITAIN AND 

NORTHERN IRELAND 


Your Highness 

In view of reports that irab Oil Ministers are to meet again 
in Kuwait during the next few days, I hope Your Highness will 
permit me to express to you some of my thoughts on the present 
situation and in particular on the relatione between our two 
countries. 

There is no need for me to enter into detail on the long 
history of friendship which has so happily bound our two countries 
since the last century. It is ray firm determination that these 
ties of friendship between us should continue, and I recall v/ith 
particular pleasure the occasions on which Your Highness has 
personally assured me of your similar determination. It is now 
more than twelve years since v/e first discussed the problem of the 
Middle East together when I visited Kuwait, 

My Governments policy towards the Arab/Israel issue is well 
known to Your Highness, \7e have tried consistently to work towards 


/a Just... 







a just settlement, and have adhered firmly to the principles 
spelled out "by Sir Alec Douglas-Home in his speech at Harrogate 
in 1970* I am pleased that all our partners in the European 
Community were recently able for the first time to join with us 
in a unanimous policy declaration and it is certainly my hope 
and intention that v/e, with our European partners, should continue 
to use our influence to contribute to a just solution of the 
Arab/Israel problem in the coming weeks. The unanimity of the 
declaration is of great importance to us as a symbol of the 
unity to which we, like yourselves, attach great importance. 

A united European Community should I believe be able to play 
a significant part in the peace-making process which is about to 
begin. However, our effectiveness will be diminished if our 
economies continue to be weakened by the present cutbacks in oil 
sup lies and, in particular, if one member of the Community 
continues to be discriminated against in spite of her participation 
in the declaration to which I have referred. 

e noted with appreciation the decision taken by the Arab Oil 
Ministers in Vienna to relax the 5 per cent cutback in production 
this month and were glad to have confirmation from the two 
Ministers who recently visited London that this cutback would not 
be applied and that friendly countries would continue to receive 
oil at existing levels. My fear however is that even with these 
concessions the effect of existing restrictions will certainly be, 


/whatever..• 






whatever their intention, to ham the friends of the Arabs and 
those like the members of the nrope an Community wlio stand 
aoat re dy to help* 

j-ay I therefore ask Your Highness to bring your great 
statesmanship and wise influence to bear on the forthcoming 
meeting of Oil Uinistera in Ruetit to bring about nn alleviation 
of cur difficulties or at the very least, to ensure that they 
are not increased 

I remain Your ’’ighneas’s sincere friend 


CDWAKD HhATH 

6 ©comber 1973 
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CONFIDENTIAL & ECLIPSE 



British Embassy 

3100 Massachusetts Avenue NW Washington DC 20008 

Telephone (202) 462-1340 
Telex 89-2370/2384 (USA) 

24308 64224 440015 (International) 


Your reference 

A D Parsons Esq. CMG MV0 MC Our reference 

FCO 






A- <3lA ,*| 


It, , 


Date 5 December 1973 



30 November to you. I had just cut out and was on the 
point of sending to the Office, in case you had not seen 
it, the enclosed article from US News and World Report 
of 10 December about the possibilities for retaliation 
open to the US and to Europe. The conclusion of the 
article is that the only feasible measure of retaliation 
is the military one. When the Ambassador called on the 
Secretary of Defense, Schlesinger also made veiled remarks 
indicating that forceful measures to ensure oil supplies 
were not to be ruled out. This, coupled with Akins's 
despondency and Sisco's secretive manner (para 4 of 
Washington tel No 3664 to the PC0 of 23 November), cannot 
but be worrying. I shall be seeing Sisco again with 
Michael Weir at the end of this week and if we learn more 
from him or elsewhere we will let you know. 



4 





JAN Graham 


Copy to Alan Rothnie Esq JEDDA 


CONFIDENTIAL & ECLIPSE 









been purchased in its six-State area. The firm warned that 
“utility distribution lines and transformers are not built to 
withstand the demand of portable heaters,” and that over¬ 
loaded circuits could result. 

A big question everywhere: Would gasoline shortage force 
young people to give up the “wheels” they have grown up 
taking for granted? One father gave this answer: “If it comes 
to rationing, Daddy's car will have priority.” 

Connecticut's Governor Thomas J. Meskill has urged resi¬ 
dents of that State to learn such things as how to drain water 
from a home's plumbing system so it won't freeze if the sup¬ 
ply of heating oil runs out. 

"Togetherness." Governor Meskill has suggested that it 
might even be necessary for neighbors to take turns eating 
their evening meals together so heat can be cut back in the 
homes of people who are “dining out” in their own neighbor¬ 
hood. The Governor also told citizens: 

“Any dead wood you find, you'd better cut it and store it, 
because you might have to burn it.” 

Dim-outs. Outdoor advertising signs and other display 
lighting are being dimmed. Millions of Christmas lights that 
a dded twi nkling beauty to the holiday season won't be seen 
this year. Here are typical reports: 

San Francisco: “Looking down Post Street, a main shop¬ 
ping street, the only outside lights one sees are the comer 
traffic signs.” 

New York City: “The Rockefeller Center Christmas tree— 
traditionally a dazzling sight—this year will have only 5 per 
cent of the lighting it had last year—just enough so it won’t 
be pitch black.” 

Houston: “A big oil company is removing an 83-ton revolv¬ 
ing neon sign atop its downtown headquarters building. A 
company spokesman explained: ‘We did some homework and 
figured the amount of kilowatt hours the sign uses in a year 
would heat 30 typical Houston homes in the same period.' ” 

Chicago: “Lighting in dozens of buildings in Chicago's 
Loop has been reduced by up to one third. Floodlights no 
longer bathe the exterior of the Wrigley Building, a night¬ 
time landmark. On State Street, millions of dollars in Christ¬ 
mas decorations will remain unlit.” 

Kansas City: “The blazing Christmas decorations that have 
been a tradition in Kansas City's Country Club Plaza district 
since 1929 were extinguished within an hour of President 
Nixon’s energy-crisis telecast on November 25.” 

Atlanta: “Downtown Christmas lighting plans have been 
canceled in Atlanta, and in Savannah as well; a giant Christ¬ 
mas tree atop a downtown Atlanta department store which 
attracted thousands of persons when its lights were lit on 
Thanksgiving night has been darkened.” 

Detroit: “A Christmas lighting contest that has been co¬ 
sponsored for 12 years by Detroit Edison and ‘The Michigan 
Chronicle/ Detroit's weekly black newspaper, has been can¬ 
celed this year because of the energy crisis.” 

Los Angeles: “The perpetual Flame of Freedom at the Los 
Angeles International Airport has been extinguished to save 
gas. Christmas crosses formed by lighted windows in the con¬ 
trol-tower building will be discontinued this year. To save 
power, escalators in the terminal are shut down at night 
after the last flights have departed.” 

Phoenix: “Outside floodlights at City Hall have been dis¬ 
connected and all decorative lighting at fountains and pools 
has been turned off. Christmas lighting at City Hall is 
turned on only between 6 p.m. and 9:30 p.m., and not at all 
on Sundays.” 

"Confused burglars." In their own homes, as well as at 
work, people are increasingly light-conscious. One result, as 
described by a home-owner: 

“In my neighborhood, people who used to leave their 
houses ablaze with light to frighten off burglars don’t do that 



ON THE LOOKOUT 
FOR GASOLINE ECONOMY? 

How many miles can you get on a gallon in a 1974 
car? How far can you travel on a tankful on a week-end, 
when gas stations may be closed? A sampling of '74s, 
based on estimates by the Environmental Protection Agen¬ 
cy—primarily below 50 miles per hour in city and suburbs— 


CAR 

(engine size in cubic inches) 

Toyota Corolla Coupe (71) . 

Volkswagen Beetle (97) 

Datsun 710 (108) 

Opel Manta Rallye (116) 

Ford Capri (122) . 

Chevrolet Vega Hatchback (140) 

Ford Pinto (122) . 

AMC Gremlin (258) 

Ford Mustang (140) 

Volvo 144 (121) . 

Plymouth Valiant (225). 

Dodge Dart (198) . 

Ford Torino (250) 

Plymouth Satellite (318) . 

Pontiac Ventura (350) . 

Chevrolet Impala Coupe (350) 

Oldsmobile Cutlass (350) . 

Buick Regal (350) 

Mercury Montego Wagon (302) . 

Ford Galaxie (400) . 

Cadillac Eldorado (500) . 


Miles Per Miles Per 
Gallon Tankful 


27.1 

320 

21.0 

223 

20.0 

233 

19.8 

236 

19.8 

218 

24.6 

394 

22.8 

296 

15.6 

328 

16.9 

220 

16.1 . 

.254 

16.7 

267 

16.0 

256 

14.0 

371 

11.6 

226 

9.9 

203 

10.1 

261 

9.5 

209 

8.8 

194 

11.4 

242 

10.0 

220 

10.4 

281 


NOTE: Cars listed through AMC Gremlin are equipped with 
manual transmission, others are automatics. Gas-tank 
capacities vary by make. For most models, a range of 
engine sizes is available. 


any more. It must confuse burglars who once took it for 
granted that when every room in a house was lit up the own¬ 
ers were out for the evening.” 

But less light can mean more crime in some cases, as in 
Rensselaer, Ind., where the street lights were turned out to 
save energy. Police Chief Jack Ennis tells what happened: 

“At first we had a series of small thefts and acts of vandal¬ 
ism. Then, two weeks after we doused the lights, four busi¬ 
nesses were burglarized in one night.” 

The lights went back on in Rensselaer. 

• All in all, the survey shows that people are adapting to 
change, facing up to the necessity of conserving energy, 
learning to live with less. [ end ] 
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• SUPPOSE THE U.S. DECIDED TO 


Now that oil embargo is be¬ 
ginning to hurt, there's talk of 
U. S. striking back. Exactly 
how? Would it do any good? 
Would allies help in pinch? 


A lot of people are asking why the 
U. S. does not retaliate against Arab 
countries that have turned off their fuel 
taps to Americans. 

It was Secretary of State Henry Kis¬ 
singer who dropped the first official hint 
that such a course was at least being 
studied. He warned on November 21 
that an oil embargo continuing “un¬ 
reasonably and indefinitely” would force 
the U. S. to consider “countermeasures” 
against the Arabs. 

There are weapons of retaliation at 
the disposal of this country. Whether 
they could be used effectively—if such a 
decision were made—has stirred lengthy 
discussions in official Washington. 

The range of possible countermeasures 
is wide, according to U. S. authorities: 

• Halting exports of food and manu¬ 
factured goods to Arab oil countries. The 
U. S., as the world’s foremost food pro¬ 
ducer, provides Arab lands with more 
than half their imported grain and large 
amounts of other goods. 

• Blocking several billion dollars of 
Arab bank deposits and other funds in 
the U. S. and Europe. Income from these 
funds, almost entirely earned from oil 
exports, helps to keep Arab treasuries 
bulging even when oil sales are cut 
back. This and other steps could also 
make it difficult for oil countries to in¬ 
vest in the U. S. 

• Suspending military and economic 
aid, and sales of military equipment, to 
Arab nations. Though Russia is the Mid¬ 
east’s primary supplier of weapons, some 
countries—notably Saudi Arabia—still are 
getting American military hardware. 

! • Withholding Western technology 
that the Arabs badly want for develop¬ 
ment and diversification of their oil- 
based economies. This is rated an es¬ 
pecially potent weapon by some experts, 
as the U.S. is the chief supplier of tech¬ 
nicians and technology in almost every 
Arab oil-exporting nation. 

• Occupying and operating Arab oil 
fields by military force. 

Stumbling blocks . Closer examina¬ 
tion by authorities in Washington and in 
capitals of other oil-importing nations is 
now showing that almost all of these and 
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other potential moves would be largely 
ineffective, impossible to implement or 
likely to produce an even tighter oil 
embargo. 

One U. S. official who says he has been 
“racking his brain” trying to find effec¬ 
tive countermeasures against the embar¬ 
go summarizes the outlook this way: 

“In the short term—the winter months 
ahead—it seems to me that the only 
realistic appraisal is that the Arabs con¬ 
trol the situation. Maybe Mr. Kissinger 
can pull something out of his bag of 
tricks.” 

If the U. S. does decide to go ahead 
with retaliation efforts, the biggest single 
stumbling block will be the near-impos¬ 
sibility of getting the U. S., Western Eu¬ 
rope and Japan to act together against 
the oil producers. Economic interests 
and national attitudes of oil-consuming 
nations diverge widely, while Arab 
countries have been showing rare and 
unexpected co-operation among them¬ 
selves in using their “oil weapon.” 

An American-sponsored campaign of 
sanctions against Arab nations would find 
little or no support in Europe or Japan. 
Says a British official in London, reflect¬ 
ing a line being taken generally in Com¬ 
mon Market nations: 

“We are following a policy of not go¬ 
ing in for threats. We are not sticking 
our necks out.” 

A major European fear is that retalia¬ 
tion would simply trigger counterretalia¬ 
tion. West German Minister of Econom¬ 
ics Hans Friderichs stressed this attitude 
in a flat statement that his country had 
“no use for counterboycott measures that 
would contribute to escalation and only 
lead to the result that still less oil would 
flow into Germany.” 

In Tokyo, participation in any coun¬ 
termeasures against the Arabs is consid¬ 
ered “unthinkable.” A leading Japanese 
shipping executive describes his coun¬ 
try’s dilemma this way: 

“Our biggest clients in the cargo 
trade are Jewish. But without oil we 
have no cargo trade. We are caught in 
the middle.” 

It is against this background of evi¬ 
dent Western divergence, and equally 
evident Arab solidarity, that retaliation 
schemes now are being weighed. 

Fastest method . Blocking Arab 
funds on deposit in Western banks 
would be the quickest way to hurt oil- 
producing nations, according to financial 
experts, but this is not regarded as an 
effective long-range retaliation measure. 

Arab bank balances in London alone 


are estimated at 1.5 billion dollars. How¬ 
ever, this is 10 per cent of all foreign 
deposits in London, and British bankers 
are strongly opposed to any political 
controls that would jeopardize their 
country’s reputation as an impartial in¬ 
ternational banking center. 

Freezing the 800 million dollars in 
Arab funds in the U. S. would anger 
Moslem leaders without putting any sig¬ 
nificant dent in their financial resources. 
Economic analysts say that Saudi 
Arabia, which owns the biggest single 
share of Arab assets in foreign countries, 
has such enormous surpluses that it 
could shrug off any freeze. 

Even with oil output curtailed, Arab 
exporting nations earn so much from 
presently inflated oil prices that they 
can pay cash, if they have to, for every¬ 
thing they import. This means that a 
freeze on export credits would be even 
less effective than tying up Arab assets 
abroad. 

Warning by diplomats. A U. S. trade 
embargo, in the opinion of most analysts, 
would be only a temporary annoyance 
for the Arabs. Some key Western nations 
would not co-operate in a trade embar¬ 
go, diplomats warn, and even if they 
did, the Soviet bloc would quickly step 
in to supply almost everything the 
Arabs need. 

This year there were bumper crops in 
most of the big grain-growing nations, 
including Russia. If Washington cut off 
food shipments, the Arabs would simply 
turn elsewhere for the 4.5 million tons 
of food that they now buy yearly from 
the U.S. A recent report prepared for 
the House Foreign Affairs Committee 
emphasized that a U. S. food embargo 
would not loosen the Arab oil embargo, 
and explained why: 

“Arabs can meet their relatively small 
food needs from other sources, while the 
U. S. cannot meet its relatively large 
petroleum import needs from other 
sources. . . . Arab countries are in an ex¬ 
cellent position to outbid other potential 
food buyers. Five-dollars-a-bushel wheat 
can easily be purchased with five-dol- 
lars-a-barrel oil.” 

The same basic factors—ample Arab 
money and alternate sources of supply- 
hold true for most Mideast trade, ac¬ 
cording to economic experts. Relates one 
U. S. official: 

“So the U. S. now sells Cadillacs to 
the oil sheikhs. What does that prove? 
They could make do just as well with a 
Rolls-Royce or a Mercedes Benz.” 

Similarly, cutting off economic and 
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RETALIATE AGAINST THE ARABS . . . 


military aid and military equipment 
sales would not seriously harm the Arabs. 

At best, diplomats say, countries such 
as Saudi Arabia that have traditionally 
bought military hardware from the U. S. 
would start buying from France or Brit¬ 
ain. At worst, the entire Arab Mideast 
would turn to Russia. 

Among nations who have cut off oil, 
only Saudi Arabia is getting significant 
amounts of U.S. military equipment. In 
one cash deal, Saudi Arabia spent more 
than 230 million dollars for American 
fighter aircraft, and may buy several 
times that amount. But the sale is rated 
more important diplomatically than eco¬ 
nomically. It helps maintain a U. S. pres¬ 
ence, including a small military mission, 
in a region largely dominated by Soviet 
arms and military advisers. 

American economic aid to Arab states 
is almost entirely loans by the U. S. 
Government’s Export-Import Bank. 
These could be shut off easily, but the 
amount is so small—about 200 million 
dollars a year—that even a total suspen¬ 
sion would be meaningless. 

Technology factor. Some Arab na¬ 
tions are highly interested in importing 
American equipment and technology, 
especially in petrochemical and related 
industries, to broaden their oil-domi¬ 
nated economies. Sales of U. S. drilling 
rigs, pipe and oil-handling equipment 
to Arab nations have soared in recent 
months. There have been talks about 
selling entire petrochemical and fertili¬ 
zer-plant complexes worth billions of 
dollars. 

With Arab states reducing instead of 
expanding oil production, an embargo 
on drilling rigs and pipe would have lit¬ 
tle impact. And it could mean the 
Arabs would bar U.S. companies from 
lucrative future business. 

A big worry for American oilmen is 
that retaliation would bring about can¬ 
cellation of present concessions and con¬ 
tracts. Oil companies with huge Mideast 
investments are in a precarious position. 
Says an industry executive in Houston: 

“The companies have no other choice 
but to co-operate with the Arabs, even 
in helping administer the embargo, no 
matter how unpalatable that may be. If 
they refuse, they will be kicked out. 
Other countries would be more than 
willing to replace the expertise now pro¬ 
vided by the U. S.” 

Sums up John A. Waage, senior vice 
president of Manufacturers Hanover 
Trust bank in New York: 

“I don’t think you can touch the Arab 


countries through the use of economic 
sanctions. They can fill their needs 
through the European Economic Com¬ 
munity or the Soviet Union.” 

The military option. The one thing 
that could be effective—military invasion 
of the oil fields—is rated so extreme that 
most U. S. and European officials refuse 
even to talk about it publicly as a possi¬ 
ble option. 

The worry is not Arab armies, which 
hardly exist in places like the oil-rich 
Persian Gulf, but Russia. Most U.S. an¬ 
alysts are convinced an American mili¬ 
tary move into the Mideast would trig¬ 
ger the worst confrontation with the So¬ 
viet Union ever, possibly nuclear war. 

Still, European officials have dis¬ 
cussed the military option quietly among 
themselves. The words are oblique but 


the meaning is clear: If Europe faced 
actual industrial collapse because of an 
oil crisis, it would be the U.S. that 
would be expected to intervene militari¬ 
ly in the Mideast. 

The extreme economic and political 
danger that would accompany an in¬ 
definite oil embargo is a major reason 
the U. S. is pushing Israel and Egypt so 
hard toward formal peace talks. There is 
hope that once talks begin, the Arabs 
will end or loosen the oil embargo. 

Otherwise, officials agree that the out¬ 
look is bleak. 

From one American aide : 

“Unless the U.S. is prepared to risk- 
all by itself—direct military action, other 
threats of retaliation seem likely to 
prove as empty as a Sunday drivers 
gasoline tank.” 


- - > 

IF U.S. CUT OFF EXPORTS- 

Goods Sold to Arab Countries: $837 Million a Year 

□ Major U. S. customers in 1972: Saudi Arabia, which bought $314 million 
of goods; Kuwait, $111 million; Algeria, $98 million; Libya, $85 million; Egypt, 

$76 million. 

□ Major goods U. S. exported: Nonelectric machinery, $267 million; farm 
products, $135 million; autos and trucks, $91 million; aircraft, $80 million; 
electrical machinery, $48 million; cigarettes, $26 million. 

IF U. S. CUT OFF FOREIGN AID— 

Funds to Arab Countries: $200 Million a Year 

□ Major recipients in year ending June 30, 1973: Algeria, $188 million; Egypt, 

$11 million. 

□ Virtually all foreign help was economic, mostly in Export-Import Bank 
loans. 

IF U.S. FROZE BANK ACCOUNTS— 

Arab Savings in U. S.: $800 Million 

□ Among countries with deposits, U. S. Treasury bills and other short-term 
investments held by U. S. banks: Libya, $393 million; Saudi Arabia, $236 mil¬ 
lion; Kuwait, $36 million; Egypt, $34 million. 

Note: Countries included are those that are involved, directly or in¬ 
directly, in curtailing Arab oil to U. S.—Egypt, Syria, Iraq, Algeria, Libya, 

Kuwait, Saudi Arabia, Qatar, United Arab Emirates, Yemen, Oman, Bahrain. 

Source: U. S. Dept, of Commerce; U. S. Treasury Dept.; Agency for Internationa! Development 

< __ _ 
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STOCK PLUNGE 

Is the Worst Over? 


After a dizzying market decline, investors 
wonder: What next? Experts foresee further 
choppiness in prices—but no collapse like ’29. 


As jittery selling knocked the stock 
market down to the lowest level in two 
years— 

Is it possible that a catastrophe is in 
the making? Has the bottom of the cur¬ 
rent plunge been reached? Or does a 
strong recovery lie just ahead? 

Experts questioned by “U. S. News & 
World Report” do not rule out some fur¬ 
ther shocks. At the very least, they pre¬ 
dict jumpy, erratic price movements for 
a time as the market responds to the en¬ 
ergy crisis and other uncertainties. 

But most dismiss the possibility of any 


panic of the sort that occurred in 1929. 
The consensus is that the U. S. economy 
still has muscle and shows no signs of 
recession serious enough to cause a mar¬ 
ket crash. 

As a bright note, many point to a 
number of top-quality stocks that are 
going for bargain prices and can be ex¬ 
pected to rise. Even so, events of recent 
days have stirred concern in the minds 
of nervous investors. 

Historic drops. Stocks took two of 
their sharpest one-day drops in history 
on November 19 and 26, as the Dow 


Jones industrial average plummeted 
nearly 30 points each day. 

Rallies occurred later al^PPuyers 
spotted stocks they thought had been 
pushed down to the point where they 
were heavily undervalued. 

Still, on November 30, the industrial 
average closed at 822.25, down 12.86 
points for the day and 165 points below 
the recent high on October 26. 

Since that high, the decline has 
erased more than 120 billion dollars 
from the value of stocks listed on the 
New York Stock Exchange. 

Declines also swept other exchanges 
and the over-the-counter market. Foreign 
markets felt the strain, too, as the chart 
starting on this page shows. 

Many developments have been re¬ 
sponsible for the selloffs that have rocked 
stocks lately. Among them— 

• An energy shortage whose domino 
effects have caused job layoffs and plant 
closings and almost certainly will put a 
dent in corporate profits. 

• Erosion of confidence in the Gov¬ 
ernment’s ability to stem inflation, and 
to deal with shortages of basic raw ma¬ 
terials of many kinds. 


MARKET SLUMPS SINCE THE GREAT DEPRESSION 

Duration of each major slump, and the percentage drop in stock prices, as measured by the Dow Jones industrial average- 




1957 

July Oct. 

DECLINE: 

19 % 

IN 3 MONTHS 


1960 'f 

Jan. Oct. /*.. 

DECLINE: C 

1J% 

in io months; 
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PRESS CONFERENCE BY ABU DHABI MINISTER OF PETROLEUM AND INDUSTRY 


On 5 December, Mr. Mana ? Sa’id al-Otaiba, Abu Dhabi’s Minister of Petroleum and 
Industry, held a press conference for visiting foreign and Arab newsmen. MEES Editor Fuad 
Itayim, who attended the conference, has sent the following account of the questions put to 
the Minister and his answers to them: 


Q: 


In your statement at the inaugural ceremony of the gas plant, you reiterated that Abu Dhabi 
wanted to move towards 51 percent majority control before the 1982 date stipulated in the 
Gulf participation agreement. You also stated that there are certain clauses in the agree¬ 
ment which must be adjusted in the light of changed circumstances. Can you please 
elaborate ? 


Towards the end of 1972 Abu Dhabi, together with Saudi Arabia, signed the general parti¬ 
cipation agreement, and it was then agreed that an implementation agreement regulating 
the companies’ relations with the national partner in each country would be signed later. 
At the time, most of the provisions of the participation agreement were suitable and 
acceptable. Today, 12 months later, many changes have taken place in the oil industry 
which require revision of the agreement to make it flexible and to permit development and 
progress. We accepted 25 percent initial participation, but Libya has since obtained 51 
percent outright participation and both Kuwait and Saudi Arabia are pressing for an in¬ 
creased initial share. It is only logical that we should not lag behind our Arab brothers. 
We have a responsibility to our people which we must fulfill. Another aspect of the parti¬ 
cipation agreement with which we are not satisfied is the buy-back clause. We can no 
longer accept the buy-back prices agreed on 12 months ago, and we now insist that these 
prices should be amended to reflect current market prices fully. And there are many 
indications for determining the level of market prices. 


Q: 


The original participation agreement was negotiated collectively by the Gulf countries. 
Now we see that each country is carrying out its own negotiations separately. What will 
the countries do ultimately? 


A: 


There are certain details which differ from country to country because of the differences 
between the concession agreements of the various countries. But the main provisions will 
have to be the same for all countries, whether in the Gulf or the Mediterranean. 


Q: 


What are the guidelines employed by Abu Dhabi 
neutral and hostile countries in applying the oil 


for differentiating between friendly, 
embargo and cutbacks? 


500 o^ y 


Lebanon, L. L. 830; North and South 
America, Far East, Central and South 
Africa, Australia and New Zealand 
$ 390 or £ 150; Europe, Middle East 
and North Africa, $ 370 or £143 
(including airmail). 
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A: It is difficult to draw a sharp line between friendly and neutral countries. For example,the 

EEC countries,with the exception of Holland, are considered friendly. Even within this category 
one can identify various shades of friendship. For example, from the very start we made it , 
clear that Britain and France would get the same quantities of oil as they were receiving 
before the cutbacks. They supported Arab rights and made fair and just statements. We 
consider those nations friendly which support the three basic Arab demands, namely: (1) 

Total withdrawal of Israeli forces from occupied Arab territory and repudiation of the 
acquisition of territory by force; (2) the return of Jerusalem to the Arabs; and (3) the 
safeguarding of the rights of the Palestinian people. 

Q: Will the meeting of the Organization of Arab Petroleum Exporting Countries (OAPEC),which 
is due to begin in Kuwait on 8 December,discuss and review the Arab oil cutbacks? 

A: The OAPEC meeting in Kuwait is an ordinary meeting which will be devoted to ordinary OAPEC 
matters. With regard to the review of Arab oil cutbacks we agreed at the Arab summit in 
Algiers that we would stick to the 25 percent cutback and see how things moved. It is not 
we who should decide whether there should be additional cutbacks. It is rather up to Egypt 
and Syria, the front-line countries, to tell us how much more oil pressure they need. If they 
feel that the present level of cutbacks is sufficient, then we will not go further. As for the 
5 percent cutback in Arab production scheduled for January 1974, we have to agree among 
ourselves whether it is necessary to impose a further cut. It is not right for any one country 
to take individual action. 

Q: What is the target date for Abu Dhabi's acquisition of outright 51 percent participation. Will 
it be 1976 for example? 

A: We don f t like to mention a fixed date as that will restrict our maneuverability. But the companies 
are aware of what we want and must prepare for it. 

Q: Crude oil prices have been moving upward. Do you believe that gas prices will be influenced 
by this trend? 

A: Naturally, I would say that gas prices will have to be reviewed, otherwise we would be selling 
our gas too cheaply, and we cannot afford that since hydrocarbons are our only wealth. How¬ 
ever, since the economics of gas liquefaction is marginal when compared with that of oil 
production, we would naturally not want to squeeze the profit margins of the shareholders. 

We want to keep them in the project. 

Q: In your statement at the inaugural ceremony of the gas plant, you mentioned that the project 
will generate revenues of between $40-$50 million per annum. On what basis was this calcula¬ 
tion made and does it reflect the upward crude oil price trend? 

A: Yes it does, to a certain extent. Before the recent escalation in crude oil prices, revenues 
from the gas project were estimated at $30 million but since crude oil prices have risen by 
between 80-90 percent, we have revised our estimates of gas revenues upward to between 
$40 million and $50 million. Naturally, if further increases occur in crude oil prices, further 
adjustments in the estimates of gas revenues will have to be made. 

Q: Is there a price escalation clause in the gas agreement? 
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A: There is no clear price escalation clause in the agreement. However, there are certain clauses 
which will enable us to press our claim for revision of gas prices. There is, furthermore, 
the doctrine of change of circumstances. 

Q: How seriously do you take the threat of the use of force against the Arab oil producing coun¬ 
tries? 

A: Gunboat diplomacy is gone for ever, never to return. Oil is a two-edged weapon for the 
consumers as well. If the consumers cooperate with us they will get our oil to use for 
maintaining their prosperity. On the other hand, if they attempt to take our oil by force, 
they will be burnt by it. 

Q: Greater emphasis is now being placed by Arab oil producing countries on the need, in the 

long term, to slow down the growth in their oil production as a conservation measure. Would 
you elaborate on this ? 

A: We were considering oil conservation measures long before the war broke out and it is an 

issue which is totally unrelated to the use of oil as a weapon. I wish to emphasize this pointiest 
there be any misunderstanding, especially since Zionist circles are accusing the Arabs of 
resorting to conservation as a means of increasing the price of their oil. The Arabs do not 
need to have an alibi or an excuse for regulating their production. We have made it abundantly 
clear that we are prepared to produce more oil than we need because Western civilization 
depends on our oil and we do not want to hurt them. But you must appreciate our sacrifices 
and go very far towards accommodating our legitimate political and economic aspirations. 

Q: Have you completed your negotiations with Japan Line for adjustment of the contract price in 
the light of the recent increases in posted prices? 

A: We do not have to negotiate with them. When we revised posted prices last October we sent 
them a cable informing them what the new contract price will be under the agreement. When 
they are ready to accept our terms they can come and see us. Of course they did complain 
about their new contract price but they will accept it There is a clause in the Japan Line 
agreement which provides that any increase in posted prices, including that attributable to 
low-sulfur premiums, will be added to the contract price. The Japan Line contract price as 
of 1 November was equivalent to 96. 3 percent of the posted price in the case of Murban crude 
(according to MEES calculations this works out at $5. 905 a barrel). 
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TO FRJORITY FCO TELNO 261 OF 12 DECEMBER A NFO PRIORITY ALL EEC POSTS 
VIENNA ALGIERS TRIPOLI RABAT CAIRO JEDDA. 

MIPT. BOURGUIBA ON OIL. 

1. THERE ARE INDICATIONS THAT TUNISIANS AT LEAST ARE BECOMING 
UNEASILY CONSCIOUS OF POSSIBILITY THAT OIL SHORTAGE IN EUROPE 
MAY HAVE ADVERSE EFFECT ON EUROPEAN AID AND PARTICULARLY ON 
EEC NEGOTIATIONS. ITALIANS APPEAR TO HAVE SPOKEN PLAINLY IN 
THIS SENSE TO MASMOUDI IN ROME LAST WEEK. POMPIDOU REPORTEDLY 
TOLD DEPARTING TUNISIAN AMNBASSADOR IN PARIS THAT iF EUROPE’S 
ECONOMY PLUNGES EVEN TUNISIA’S FRIENDS WOULD FIND IT DIFFICULT 
TO HELP. MINISTER OF NATIONAL ECONOMY HAS STRESSED TO AM EEC 
AMBASSADOR THAT YAMANI DOES NOT REPEAT NOT SPEAK FOR TUNISIA 
ADDING QUOTE SAUDI ARABIA DOES NOT NEED AID, WE DO UNQUOTE. 

2. ALTHOUGH TUNISIA MAY NOT CARRY MUCH WEIGHT WITH OTHER 
ARAB GOVERNMENTS WE THINK THEY MAY REGARD MASMOUDI AS A MUCH 
TRAVELLED DIPLOMAT WITH WIDE INTERNATIONAL CONTACTS 

WHOSE ACCOUNTS OF EUROPEAN REACTIONS ARE WORTH TAKING INTO ACCOUNT. 
TO THAT EXTENT THE FACT THAT HE SEEMS TO BE GETTING THE MESSAGE 
MAY BE USEFUL. , 
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UNCLASSIFIED 19?3 V b^S 

T0 I MMEDATE FCO TEL NO 1233 OF 9 DECEMBER/REPEATED TO 
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MY TEL 1235 T"TlO i TO ALL) OAPEC MINISTERIAL MEETING 

pi’.t F ?«»c,[ NG 18 0U,! TRANSLAT,0N 0F THE RESOLUTION DATED 8 DECEMBER 
J '’ D A1 K00N L0CAL T,ME today, and signed BY REPRESENTATIVES Of 
ABU DHAB, ALGERIA, SYRIA, KUWAIT, BAHRAIN, SAUDI ARABIA, 

QATAT , LIBYA AND EGYPT. * 

THE ARAB MINISTERS OF OIL AND THEIR REPRESENTATIVES 
SIGN I TOR IES TO THIS RESOLUTION MET IN KUWAIT ON SATURDAY 

^ ArTER REFERENCE TO THEIR RESOLUTION OF 18 NOVEMBER 

1973 WHICH DEALT WITH STOPPING THE REDUCTION (S.C. IN OIL 

PRODUCTION) DECREED FOR DECEMBER 1973, THAT IS FIVE PERCENT, 

. ° F THE STATES ° F THE EUR0PEAR COMMON MARKETEXCEPT 

THFPf&f-cdc C0L0N A ' iD ACC0RD,NG T0 WH!CH THE REDUCTION CONTINUES 
™«cc r ALL STATES ,N THE M0NTH 0F JANUARY OTHER THAN 

LFVFI AT A PATE ° F FIVE PER CENT 0E THE DECEMBER PRODUCTION 

1.-VEL , THEY ADOPTED THE FOLLOWING RESOLUTION • 

FIRST: IF AGREEMENT IS ESTABLISHED ON WITHDRAWAL FROM 

ALL THE TERRITORIES OCCUPIED SlNCF 1Q*7 - amh nn S r <.«« .- 

JERUSALEM - IN ACCORDANCE WITH A TIMETABLE 

WHICH ISRAEL SIGNS AND WHOSE IMPLEMENTATION 

IS GUARANTEED BY AMERICA, THE EXPORT EMBARGO WILL 

BE LIFTED FROM AMERICA FROM THE START OF 

IMPLEMENTATION OF THE PROGRAMME FOR WITHDRAWAL 

AND THE GENERAL RATE OF REDUCTION WILL THEN BE 

DcGlDED ONT HE BASIS THAT THE REDUCTION WILL NOT 

BL GREATER OR LESS THAN THE ACTUAL RATE PREVAILING 

AT THE TIME OF RAISING THE EMBARGO ON THE 

SUPPLY OF OIL TO CONSUMER STATES. THE RATE 

OF REDUCTION FOR AMERICA SHALL THEN BE THE SAME AS 

FOR EUROPE AND THE OTHER STATES OF THE WORLD. 

SECOND: WHEN AGREEMENT HAS BEEN REACHED ON THE 

TIMETABLE FOR WITHDRAWAL , THE ARAB OIL MINISTERS 




t 









r^lMWr, 1 !! 6 . TH ' S MS0LUTI0N »«U- K EET TO DRAW UP 

•nip ota^co nr- T tL ' A MANNER CORRESPONDING TO 

THE STAGES OF THE WITHDRAWAL. • ,U 

THIRD: FRIENDLY AFRICAN AND ISLAMIC STATES SHALL RF 

GIVEN THE FULL QUANTITIES CONTRACTED FOR EVEN ’ 

W THIS REQUIRES AN INCREASE OF PRODUCTION BY A 

mVIDED A °THA S T F ', r T C !f' ;T / 0 , C0VER THE,R L ° CAL ^IREMENTS, 

^ ^ EST «LISHED THAT RE-EXPORTATION TO Tunic 

™" ™ "* ■>»>" « OIL 10 
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GR 195 
IMMEDIATE 

EN CLAIR 

FROM KUWAIT 090920Z DEC 

UNCLASSIFIED _ 

TO IMMEDIATE FCO TEL NO 1232 OF 9 DECEMB^litPtATED FOR INFO 
PRIORITY BAGHDAD CAIRO ABU DHABI BUB IA TRIPOLI BAHRAI^DAMASCUS 
DOHA JEDDA ALGIERS EEC POSTS UKREP EEC UKDEL OECD 
SAVING TO WASHIfttgejKAND TOKYO 
MY TEL NO MEETING 

1. OIL MINISTERS FROM EGYPT, THE UAE, LIBYA AMD 
BAHRAIN AND REPRESENTATIVES FROM IRAQ, SYRIA, AND 
QATAR AS WELL AS SAUDI ARABIA AND ALGERIA( WHOSE 
MINISTERS ARE STILL ON TOUR ) MET HERE UNDER 
ATIQI’S CHAIRMANSHIP YESTERDAY MORNING. 

2. THE MEETING WAS DESCRIBED AS OAPEC’S " REGULAR 
WINTER MEETING" AND THE MAIN BUSINESS TRANSACTED 
IS SAID TO HAVE BEEN THE FINAL SIGNATURE OF THE 
AGREEMENT TO BUILD THE DRY DOCK IN BAHRAIN. 

ONE PAPER QUOTES INFORMED SOURCES AS SAYING IRAQ DID NOT SIGN. 

3. THE MINISTERS ARE REPORTED TO HAVE ACCEPTED AN 
EGYPTIAN INVITATION TO HOLD NEXT OAPEC ORDINARY 
MEETING IN CAIRO AT THE BEGINNING OF NEXT SEPTEMBER. 

A. THE DELEGATIONS APPARENTLY RECONVENED IN THE 
AFTERNOON, AGAIN UNDER ATIQI'S CHAIRMANSHIP , TO DISCUSS 
THE OIL WEAPON. PRESS REPORTS ARE CONTRADICTORY, BUT THERE 
APPEARS TO HAVE BEEN SOME CONSIDERATION GIVEN TO THE 
QUESTION OF DECIDING WHICH CONTRlES QUALIFIED AS " FRIENDLY". 

5, HOWEVER , "OIL SOURCES" ARE REPORTED AS SAYING THAT THE 
FINAL CLASSIFICATION OF CONSUMING COUNTRIES WOULD 

BE DECIDED |"n THE LIGHT OF YAM AN I AND ABDUSSALLAM '$ 

REPORT OF THE PRESENT TOUR. A FURTHER MEETING WOULD 
BE CONVENED TO HEAR THEIR REPORT. 

6. A COMMUNIQUE WAS PROMISED FOR LATER TODAY. 
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DRAFT ASEAN‘PRESS STATEMENT 
OF 

the middle east situation 


In view of the situation created by the proii . 1 
Middle East conflict and of its implications and < '•' 
on the world peace and the livelihood of the people oi 
developing countries in general, and of the present 
efforts seriously being undertaken toward an imaedint 
peaceful solution of this problem, which clearly requ : 
a wider support, it is deemed nccccsary to issue the 
following statements, 

(a) ASEAN member countries firmly believe eel <i 
stress the urgent need to prevent the Jct « 
otho situation., and to establish a just i 


GO 


(c) 


(d) 


Jakarta, Nov. 27, 1973 

on behalf of the ASEAN member countries • 

H.E. Adam Malik, Minister of Foreign 
Affairs of tho Republic of Indonesia. 


solution in conformity with the UN Charter a 7 , t 
Security Council Resolution 242 (1967) and otht 
latod UN resolutions. 

Tho continuing occupation of tho territories- 
during tho 1967 conflict and subsequent me a. uv-,t 
taken by Israel to consolidate its control run c 
to the spirit and letter of existing UN resole ( 1 

i. * 

The ASEAN membor countries deeply deplore and v.; 
ly condemn acts of territorial expansion by for.: 
blatant violation of tho principles and norms i.. 
national relations. 

They strongly urge.that tho lawful rights of the 
Palestine pcoplo be fully respected and restore 

• i,V 











Mr Taylor 

cc Mr Elliott Mr Egerton 

Mr Le Quesne Mr Wright 

N vJlr Craig 





ARAB OIL 

1• Mr Montague-Browne told me this afternoon that he had 
asked the Indian High Commissioner how they were getting on 
regarding oil. The High Commissioner said that India was 
in a bad way. However an Arab Ambassador in London had 
told him that, following the Algi^iTs summit, a split had 
developed between Arab Foreign Ministers (who wanted to 
ease up on use of the oil weapon) and Arab Oil Ministers 
(who wanted to press on with its use). 

2. This fits in with the kind of information we have 
been receiving. Evidence that the third world (cf yesterday's 
telegram from Ethiopia) as well as their Western friends are 
really beginning to suffer is piling up on the Arabs. I 
believe that this may well strengthen the hands of the more 
sensible "political" Arab Ministers against their more 
technical colleagues who are becoming very elated at the 
way in which their weapon is growing. I conclude that we 
were right to confine our recent round of messages to the 
Emir of Kuwait and the Egyptian Foreign Minister and we 
would do well to avoid overplaying our hand in the 
immediate future. In my view we have done quite enough 
already. 


/ 3 . 
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3. But the real point is that the key is still in the 
hands of King Faisal. We are certainly doing everything 
we possibly can in that direction. 


6 December 1973 


A D Parsons 
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1. I talked to Mohammed bin Mubarak about various things 
this morning; but did not quiz him too lengthily about 
Algiers because he and the others had clearly talked to 
Lord Balniel, Tony Parsons and yourself at some length. 

I presume there is a record of the conversation and that 
you will be circulating it. No point therefore in my 
adding to the telegrams. (It would incidentally be 
highly desirable to send Lord Carrington a copy before he 
leaves for Nairobi.) 


2. Sayyid Mahmoud's impression seemed much the same - 
Arab unity, no long declamations. King Faisal content to 
support Sadat, and Assad supporting peace negotiations. 


I /lv f 
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3. One thing Mahmoud did expand on was the position of 
the Dutch (I had mentioned this morning's BBC reports on 
the EEC Ministerial meetings). He had discussed thisc 
with you in London; what he said to me was that the 
Dutch had taken enormous wealth out of the Middle East, 
through Shell, but had put not a penny back in. Why did 
a Dutch Minister have to make a pro-Israeli speech, and 
call in Arab Ambassadors to accuse them of aggression? 

Why had the Dutch not sent a Minister round the Arab 
countries to explain the Dutch position? The Arabs just 
could not accept that merely signing a common policy 
statement by the Nine made the Dutch into friends. But 
he saw our difficulties and hoped something could be 
worked out. 
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Oil l.JClo 

1. ford ialniel is to attend a meeting on 11 December 
with t • Secretary of tote for 'trace and Industry khc 
Jaynaster-General to discuss follow-up action in.tor alia 

to the suggest on made to Mr talker by the Mhah, during hie recent- 
visit to Iran, that Britain should use her influence with fellow 
consuming countries to bring oil prices into the context of inter¬ 
national monetary r- form. In return t;.e .j.iah would use his 
influence m Cj jj to try to achieve moderation in future, 
particularly on prices, The Prime Minister suggested this meeting 
in response to a Iiinute from Mr Walker recording his talks with the 
Shah. 

BACKGROUND 

2. On 16 October the Gulf members of 01 J.C meeting in ..uwo.it 
announced that the negotiations in Vienna between 01.-C ana the oil 
companies about future cil prices had been broken off. In future, 
oil prices would be decided unilaterally by t..e oil producers. They 
announced an immediate increase in posted prices of 7 O, . -This 
would ads. -.460 million p r annum to Britain*3 import bill, ihey 
also announced that buoy wer. considering a c-rplicated system of 
seit.ug ci:. prices v; ich would result in self—per’ etu tin, jeer* *-■<?? 
therein across t’ae 0< ard, with s rices implications for world 
economic order. 

t>» Wr represent .tions to «rab oil producers worn inhibited by 
our concern to safeguard cil supplies, the Arab producers h ving 
announced the first supply restrictions or iy October. ne 
.uestion was nevertheless token up witn baud- . rnbia and cn. r 


leading .,reb cil suppliers tc the UR through diplomatic channels. 


l*.e i rir e Minister sent a message to the -hiah on 


0 lor .i jjii .. _ .*1^ 


r 


'ia. 


17 October 
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drawing attention te the grave repercussions of the price increases 
cn the economies of oil consuming countries, and cn world 
inflationary trends generally, The nah's answ r s t out the 01 hC 
case i cr price increases point by point. It also expressed a 
v;i] lingness on the part of the Iranian Government to review toth 
EKG "any possible measures that mi:fit be necessary to arrive at 
fair end reasonable oil prices in order tc c pe v/ith inflationary 
trends in t.;c industrialised countries of the world and al ays keep 
the purchasing pov; .• of oil intact". ..hen handing ever t .is reply 
the dhah's Minister of Court added the . loss that the » hah was 
suggesting that it was tire producer and consumer governments got 
togeth r to discuss oil as they did ethvr commodities. 

4, The TOO advised that it would be inappropriate for the irine 
Minister to engage in a point by point dispute of the CiuC c se. 
“oreover there wore d ngers ii. t. e shah's suggestion about a 
Government to jovemment discussion of prices, accordingly a brief 
acknowledgement was conveyed orally by HK Ambassador in Tehran 
who supplemented this with an indication t.»at we c'uld not accevt 
Gl.C's case. M Ambassador also referred to the pend'n 0 visit bf 
Mr Walker. 


5. On his return fr*'n Iran Mr walker minuted to the Irine Minister 
record! g his di.rcussiocs v/ith t. e oh ah about oil pric s and 
recor.menviing that w-. pursue positively /aid swiftly tire Jhah’s 
suggestion for bringing oil prices into the context of international 


monetary reform. Mr 'walk- r indicated that the Ghah would be 
influenced by signs of positive progress in his attitude tc trie 
Ci *.C nweting on 17 Lecetnb to discuss future oil -.rices. 

6. Meanwhile, heikh Yannul and T: Mbdeoselar were told by the * ri 
Minister cn 27 Nr ver.ber ti.at we were ready to arrange talks about 
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the re 1-.ted proulens of oil prices and monetary reform. 

AftGUi h HT 

7- iUlVe a vital i terest in jotting til prices regulated on 

an acco. taoje basis. ..e also have an ii.tero. t In t..c related issues 
oi lic.ding useful employment for surplus oil revenues. Unless we 
do so, ever, less oil will be produced t a an at the , crent and 
i- i a icaary pressures will further increase. It is clear that deal! 
v/ita both problems will involve ^oint economic cooperation with the 

oil ;roducei\s. - ey are already sper king increasingly of ex changing 

■ \ 

oil tor tecar icai know-how and of iielo. with or. tab] inning in dun tries 
in uheir territories• This in turn will raise the problferi of 

f^ndin^ markets for tne £oods produced in these new indur triers# 

\ 

ihere is also the matter of self-respect; the Arab oil pjccducters 

i * 

want tneir voice in international monetary or eco-cr.ic organisations 

\ 

to reflect t..eir strength. » 

8. But we alone cannot solve these pro -lors. 1 cy are already 
being discussed in a wide variety of ferajin t:.e - C, in G .Ch, and 

l 

at international nonet ary see tings. There is already a problem ttf 
coordination and it may be difficult to get other consumers to 
rove as f r and as last as we wc Id wish, hevertheless, ccordir;a ; ion 
will De essential (t:g in any joint meeting with Cl ECC' and wc must! 
try tc achieve it while avoiding a situation in v ich we cone t< 
oe regarded as reading for t.ie c nsumers cn t-iese issues. If we 
were so regarded by Cl r,C* or even by sc r e of the Arab producers, ./e 
would beeO’ e the target for pressures applied by the Arab oil 
produeex’s, eg j or faster t i’ogress. 'These ris :s are he ,htened ir, t-..e 
present situation cn oil m- g lies. 


j 
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9. Before therefore we engage in any .-iubstentive discussions 
about future oil pricing systems, we need t. study where our 
interest lies. We need for example to look at the implications for 
the future role of tae international oil companies and our 
relations with them. e should a-so examine the implications 

for i.orth he a Oil which at first eight would seem to reduce the 
potential dan -ge to ourselves of failure to cope with tae problems 
described in paragraph 6 above, k preliminary discussion of these 
issues was held under tae cuaimanship of oir a i art of tae DTI 
on G uecemoer. /* record of what took place, and of Iir Marshall's 
comments on tuis, arc attached. 

10. renting Ministerial decisions on tnese issues, it is in our 
interest to play tae onah along in the hope that he will exercise 
4, i s Ybice in Ci—C in tae interests of moderation. There is one 

v/ay in w..ic-. wc n:i t .ht do tnis and obtain so!: 1 .© benefits of being seen 
to be active^without being blamed for failure cr for lack of pro resn 
ut is our intention at the -urepean ounmit to make a strong bid 
to convince the Community of the need for action on t.ie w.joie 
ra:;ge of economic relation.- with oil producers. This is likeW to 
be supported by the trench and Italians. If ,;e could g t some 
hint o- suen activity into the hunr.it communique, w . might be 
sole to sell this to the hah as bein the result of British 
efforts. (A copy of the UK draft communique is attached). 

11. o-fie Gi. tlC meeting on 17 December in /ienna will probably be 
at official level. The -hah is hoping that t e Mi isterial 
meeting will be held in Tehran some days later. The timing 

of tnese meetings follows well from that of t.,e . TC bur nit in 
that we should be • ble to rake optimum use cf wawtev, r passage we 
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are a le to ir,elude in t.e communique. ouch an’approach would bo 
more subtle than a direct UL/Iran initiative and mi lit avoid so: le 
of the dangers. 

12. ..hatever action we take, we need to ensure that it takes full 
account of the need to involve the Jo and Ja: an at sc~e stage. 

r.cciih; d.vjic . 

13 • I accordingly recommend that: - 

a) e should be careful, in responding to the hhah, to 
avoid letting him assure that we 3hall take the lead 
among consumers on his suggestions; 

b) Me should co aider using t.e visible cutcore of the 

hi’C summit, ie its ’declaration or conrun cud^ as evidence of 
progress wit.i which tc persuade the ...hah to exercise 
moderation in OPhC; 

c) e should cc sider urgently where cv.r interest lies in 
tackling the monetary and economic problems resulting fren 
the new trend in oil prices; 

d) he should co- tinue to work hard cn fellow consumers to 
get a proper analysis of these issues. 

14. If tao above .-are acccjitcd, the Talking I oints attached nijit 'o 
used at the Ministerial meeting. 

15* Financial Relations "epartment, Middle hast Department and 

hurtpean Integration department (..xternal) concur. 


o L hgerton 


10 December 1973 
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Mi* J C right Mr i Marshall 
Mr J hobinson Mr Ca~bridge 
Mr 1- ./right 
Mr Craig 
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1* ,.e nave a vital interest in getting oil prices regulated 

cn jin accept ble oasis. e also need to be able to convince the 
producers of oil (especially the Arabs) that theii' sur luo oil 
revenues can be usefully left in the Western world. 
c_. Acts these things will take tine. „e must not discourage the 
Jhfih, but could send him an interim reply keepin., him in play on 
his policy suggestions 

3. ..e a‘.sc need to keep in touch with the audis, in view of the i rime 

Minister's talk with Cheikh Yamani. 

‘ T * Cur reply tc tne oh ah coxild hold out expectations of further 
«nglo-Iraninn talks, while using a passa e in the declaration 
or Communique issued after the .1C Summit as a peg cn which to hang 
a private message (irem eithe. the 1 rime Minister cr hr walker), to 
be delivered before the Ministerial meeting of 01EC in Tehran about 
22 beeember. 

5* Cn substance, we should consider urgently, with full PCG 
partici-nt; n, v/here o r interest lies in tac --.ling the economic 
and monetary problems resulting from the prospect of much dearer 
oil indefinitely. 

6. ..e snculd encourage exchanges of views on t ese issues with 

our ^,C colleagues and thereafter with the bJ find Japanese also. 


CcMfiac TIAI 
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TO PRIORITY FCO TELNO 1237 OF 10 DECEMBER RFI A 0 ROUTINE 
ABU DHABI DUBAI BAHRAIN DOHA JEDDA ALGIERS TRIPOLI AMD CAIRO 
AND SAVING TO DAMASCUS BONN COPENHAGEN THE HAGUE PARIS BRUSSELS 
DUBLIN LUXEMBOURG ROME UKREP EEC UKDEL OECD AMD WASHINGTON 


MY TELNO 1233: OAPEC MINISTERIAL MEETING 


1. WHEN PRESENTING STATEMENT TO THE PRESS, PERMANENT^SECRETARY 
OF KUWAIT MINISTRY OF FINANCE AND OIL SAID THAT ARAB OIL MIN¬ 
ISTERS v/ERE EXPECTED TO HOLD AM EXTRAORDINARY MEETING BEFORE 
THE END OF DECEMBER , AFTER YAMANI AND ABDUSSALANI RETURN FROM 
THEIR TOUR, TO CONSIDER THE NEXT STAGE. 

2. SIYASA REPORTS TODAY THAT MABROUK HAS INVITED MINISTERS 

<•/>. r, r vxn * rs on i m it d v mpptimg i M TRIPni I OM 25 DECEMBER. 

) iolw mi ‘ ~ • 4 * -* 
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S&U 

Mr Taylor t© |*w 

LUNCH-TIME DISCUSSION WITH DIRECTORS OF BP: KUWAIT AND LIBYA 
1. I submit , as agreed, two draft telegrams on the 
information given us today by Mr Steel and Mr Sutcliffe. 


7 December 1973 
cc 

Mr Parsons 
Mr P Wright 
Mr Craig. 
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[TEXTJ 

My telegram No 355 and your telegram no 1220. 
Participation. 

1. In conversation with Taylor and Egerton on 

7 December, Steel and Sutcliffe of BP confirmed what 

Strand told you about negotiations between BP and the 
e-r- 

Kuwait Ministry of Petroleum. 


2. Sutcliffe added that BP were disturbed by reports 
that Abdul Aziz Musaid of the Kuwait Ma^iiS., though 


supported by only about ten members, might table a Bill 
on 8 December proposing an immediate increase of 
Governmental participation as to one hundred per cent 
in KOC, ie in effect outright expropriation. Sutclifne 
said that though Musaid had little support, it seemed 

possible that few Dejiuties would wish to take the r k of 

(*. , 
opposing 1^bie^adinstti!H5m5>&r. Counsels of moderati 
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might therefore go by dof-aiut. (Vu^Ct^T) 

3. Sutcliffe also said that at the Cabinet's 
secret preliminary discussioh of the BP offer of 
moving to sixty per cent participation (paragraph 
3 of your telegram under reference, though 

we assume that the date you quote is an error), 

the Cabinet told Atiqi to extract from KOC a date 

by which the company would be prepared to accept 

one hundred per cent Kuwaiti participation. The 

company response had been that it might be possible 

to reach this figure by 1979 or 1980. They were 

engaged in working out a formula with Gulf whereby 
J 1 

their^agreement to such a timetable would be 
expressed, though of course it seemed unlikely that' 
either the Kuwait Government or the .Haxj±ib would 
accept any such timing. 

4. Sutcliffe and Steel said that the crunch was 
likely to come either on Sunday 9 December or 

on Tuesday 11 December, possibly depending to some 

extent on how the OAFEC meeting likely to be held in 

Kuwait on 8 December went. They expressed a wish to 

remain in close touch with us, and also said that 

any hint you could obtain of Kuwaiti intentions or 

A\ a j tis 

timing, either in the or at Ministerial 

level, would be most valuable. 
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[TEXT] 

My telegram No 792 and your telegram No 8?1. 

B1 /Libya. 

1. Steel of BP told us on 7 December that BP were 
considering replying to Mabrook's letter of 12 November 

on the following lines. 

2. If the Libyans agreed that the money awaiting their 
collection at the Sahara Bank (sorething over 28 million 
Libyan dinars) could be remitted without foreign exchange 
difficulties, or any deductions for past taxes^or other 


claims ,to Bp's account in London, and if also the Libyans 

• ? \CCrJ: 

agreed 3n£±±i^the sum of about £20 million at present held 


by BP in respect of royalties due to the Libyan Government uj 

• e.-c P C CVM p^w.y’ , 1 

7 December 197ljpBE would seriously consider Accepting the 
total involved (some £55 million) in full settlement 
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of their claims against the Libyan authorities for 
nationalisation. 

3. Steel added that this^sum, though considerably 
less than BP had claimed in 1972 during their 
unofficial contacts with the Libyans, would be higher 
than straight "up-dated book value'^ and therefore the 
best that BP could hope for in present circumstances. 
But he did not expect that the Libyans would agree to 



rvofc-jsft paat na t^-to • • make^l'^fiCTtl-tie s -over~bhe transfer 

outside Liby^pf the dinars 28 million^ It seemed 

likely that they would require, the Company to spend the 

ex' c 

money on some^/unprofitable enterprise within 
Libya, eg an agreed programme of exploration. 

4. Grateful for any views you may have on 
BP’s proposed line of action. 














Reference 


Mr E 





CUTBACKS AND EMBARGOES 


Aj . ^</Vr/C' *v 


Taylor is correct about Iraq . I had overlookeo 
statement by the Follow—Up Committee in Baghdad which 
condemned the cutbacks but recommended that shipment, 
to hostile states should be suspended. The question 
is to some extent academic since the nationalization 
of the US and Dutch shares in BPC because the oil 
companies have been careful not to attempt to shi x 
Iraqi oil to the Netherlands or US and do not wen • 
tankers flying those flags. 

• Qatar has called tor ue.l ivory figu”' ■ fee 
companies covering the first 9 months of the „ c. 

The Ambassador reported that the companies bo] iuvr 
to be research to enable the government to ens • .... > 

Ho "friendly" states. Algeria has made no special ■ •. 
to treat us as a friend. She is favouring the- Fre 
but our own purchases from her are very small (; 
minuted to you again about this today) and there lS .o 
far no sign that we shall not get our full expout,,d 
supplies, which are already well over last yo;n 1 ; . 

3. The point of your minute of 5 December was, . 
think, to give a general report for Under-Sec 
looking at the situation from the consumer t.nu, 
than to get into details of how the eiffere., c , 
are Oeing treated. The GAP~C emissaries uab< 
clear to Ministers ana in public that, c - 

the UK, rrar.ee anc Spain as ’friend]y’ t:. 


















were speaking for all members of OAPEC. Thus, whatever 
specific action may have been taken internally by the 
individual producers, we are on the 'friendly' list 
of all the Arqbs except Iraq and probably Libya, whose 
position is obscure to say the least. 

3. While we must bear the mistake over Iraq's position 
in mind for future use I suggest there is no point in 
issuing a correction to your minute generally. A copy 
of this minute should, however, go to Mr Wright MED, 
provided you agree. 



G P Lockton 


Energy Department 


6 December 1973 



P.S. According to Petroleum Intelligence Weekly Tunisia 
i 3 not limiting oil sales to the USA and the 
Netherlands. Some Arab Governments are calling 
for Tunisia to join in with the other Arabs. This 
would have little effect: Tunisia appears not to 
have supplied oil to the USA or for internal Dutch 
use this year and only 116,000 tons moved through 
Rotterdam in bond. 


G P LOCKTON 

Energy Dept 


6 December 1973 
cc: Mr Taylor 


Mr P wrighw, MED 
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OIL SUPPLIES PROM ALGERIA 

1. I minuted to you yesterday about the 
possibility of obtaining extra oil from 
Algeria. The DTI have now commented further 
as follows. 

2. The Algerian oil we rec&tve comes from 
Phillips Petroleum which has a contract to 
purchase just over 1 mta for the next two 
years. As the Algerians have cut back 
production by 25^ it i3 reasonable to assume 
that Phillips' purchases will be similarly 
reduced, figures given to the DTI, by the pil 
companies, however, show no expectation of a 
shortfall during January. 

3. The DTI consider that the opportunity to 
purchase more oil from Algeria is almost non¬ 
existent because, apart from the political 
cutback, the Algerians are having to reduce 
their estimates of production because of 
additional difficulties which will last well 
into next year. 



G P LOCKTON 
Energy Department 


6 December 1973 




Mr Bretherton, DTI 
NENAD 










Mr Dodds (Marine & Transport Dept G 66/l) 




EL AL AND THE SEYCHELLES 


<2y>' 


1. You minuted to us on 4 December about landing 

rights for the Israeli airline in the Seychelles 

2. Energy Department’s view is as follows 

(a) If there is not already a fuel shortage in the 
Seychelles, there is likely to be one soon. 

There will then be a genuine reason for limiting 
the demands of this inconvenient Johnny-come- 
lately. MTD may be able to advise on the 
obligations of a party, under IASTA rules, to 
provide fuel in times of scarcity. 

(b) We should seek to prevent El A1 from usin L , the 
Seychelles in other than a genuine emergency. 

Thi3 because of the risk to our own fuel supplies 
involved in Arab-African reaction. (NB the 
Governor's belief that the opposition would 
complain to the OAU.) 

(c) We should preserve the fiction that our motivation 
has nothing to do with politics. 

3- We therefore agree that the best course would oe 

to proceed as suggested in your paragraph 5. 



G P Lockton 
Energy Department 
E 022 Tel KB 1269 


5 December 1973 


cc: HKIOD 

NEW AD 
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TO IMMEDIATE FCO TELNO 396 OF 5 DECEMBER 1973. 
FOLLOWING PERSONAL FOR PARSONS. 



YOUR TELNO 365 TO KUWAIT. 

1. BOTH OIL COMPANIES HAVE REPORTED TO ME OVER THE LAST FEW DAYS 
THAT THEY HAVE BEEN INSTRUCTED ORALLY BY THE GOVERNMENT TO 
MAINTAIN AT LEAST AS HIGH AN EXPORT TO THE UK, FRANCE AND 
SPAIN AS IN THE FIRST NINE MONTHS OF THE YEAR. IT WAS CLEAR THAT 
THE ONUS WAS ON THE OIL COMPANIES TO ENSURE THAT THE FIGURES 
WERE KEPT. 

2. IN THE CASE OF QPC THE EMBARGO ON HOLLAND, PORTUGAL, SOUTH 
AFRICA AND RHODESIA WILL RELEASE 22 PER CENT FOR SALE TO OTHER 
PARTS OF THE WORLD AND THIS COULD MEAN THAT THE 25 PER CENT 
CUT IS REALLY NO MORE THAN 3 PER CENT FOR THE REMAINDER, AND 
THEY COULD SATISFY THE REQUIREMENT FOR THE UK WITH A 3 PER CENT 
CUT TO OTHFR IMPORTERS (WHO ARE. ALL FRIENDLY OR NEUTRAL). 








3. THERE SEEMS TO BE NOTHING TO STOP OIL COMPANIES INCREASING 
EXPORTS TO BRITAIN AT THE EXPENSE OF OTHER COUNTRIES IF THEY 
DID THIS CN THEIR OWN ACCOUNT. I AH SURF HOWEVER THAT WE SHOULD 
HAVE GRAVE DIFFICULTY WITH THE AMIR IF WE ASKED HIM TO INSTRUCT 
THEM TO DO THIS SINCE THE INTERNATIONAL CHARACTER OF THE COM¬ 
PANIES HERE IS SUCH THAT INSTRUCTIONS OF THIS KIND WOULD LEAK 
TO ALL THE OTHER COUNTRIES CONCERNED TO THE POLITICAL EMBARRASS¬ 
MENT OF QATAR. 

A. I AM CURRENTLY ASKING FOR FIGURES FROM COMPANIES FROM TIME 
TO TIME (NOT IN THE CONTEXT OF ANY PARTICULAR REOUEST FROM YOU). 
THEY ARE GIVING ME THESE ON AN ENTIRELY CONFIDENTIAL BASIS, 

PERHAPS EVEN NOT TELLING THEIR OWN HEADQUARTERS THEY DO SO. A 
DIFFICULTY WITH THESE FIGURES IS THAT THEY ARE NOT VERY UP TO DATE 
IN THE CASE OF LIFTINGS FROM QPC TO UK, WHICH I BELIEVE IS ONLY 
ABOUT 7 PER CENT OF THE OIL PRODUCTION (OR 75,000 TONS PER MONTH), 
FIGURES FOR ANY TWO OR THREE MONTHS ARE PRETTY MEANINGLESS 
SINCE A VERY FEW BIG TANKERS CAN TAKE MOST OF THE TEAR'S LIFTING 
FOR UK. I WILL SEE WHAT I CAN DISTILL OUT OF THESE FIGURES AND LET 
YOU HAVE THEM AS SOON AS POSSIBLE. YOU WOULD GET MUCH MORE UP 
TO DATE FIGURES IN LONDON FROM THE PARENT COMPANIES. YOUR TELNO 
106 TO ABU DHABI SUGGESTS THE LIFTINGS FROM HERE TO UK ARE 
BEING MAINTAINED AS USUAL. 

5. THE GOVERNMENT HAS INCREASED ITS DEGREE OF SUPERVISION 

OVER DESTINATIONS AND ALL MASTERS NOW HAVE TC TELEX DETAILS CF 
CRUDE OIL DISCHARGE ON ARRIVAL AND ENSURE THAT A DISCHARGE 
CERTIFICATE FOLLOWS WHICH MUST TALLY. ANY SHIM WHICH FAILS TO 
DO THIS WILL BE BANNED FROM CALLING AGAIN AT QATAR. THUS IF 
OVER A LENGTHY PERIOD THE UK DOES NOT RECEIVE NORMAL QUOTA FROM 
QATAR THE GOVERNMENT WILL KNOW AND THE COMPANIES WILL BE EXPOSED. 

6. I FEEL CONFIDENT THAT THE AMIR IS DOING HIS BEST FOR US AND 
I DO NOT BELIEVE THAT HE COULD DO MORE TO IMPROVE ON THIS FOR 
REASONS I HAVE GIVEN, AND I THINK HE WOULD GREATLY RESENT IF WE 
SUGGESTED THAT HE SHOULD TRY. HE HAS HAD TO SUPPORT THE USF. 

OF OIL AS A WEAPON PUBLICLY (AN ARTICLE HAS JUST COME OUT IN 
DER SPIEGEL) BUT I AM STILL SURE HE IS DOING HIS BEST FOR US 
WITH THE COMPANIES. IF WE WERE TO ASK HIM TO IMPROVE ON PRFSENT 
PERFORMANCE HE WOULD ACCU& THE COMPANIES OF NOT OBEYING HIS 
INSTRUCTIONS.IN THE SHORT RUN FOR REASONS GIVEN WE COULD NOT 
PROVE THIS WAS SO. I AM VERY MUCH AGAINST APPROACHING THE 
AMIR. 

HENDERSON 

NNNN 
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TO ROUTINE FCO TELNO 340 OF 4TH DECEMBERj^RFI SAVING CAIRO 
DAMASCUS JEDDA KUWAIT PARIS WASHINGTON. 

REF OUR TELNO 336 OF 3RD DECEMBER TO FCO . 

PARA 1. WORD AFTER BLANK CHEQUE FROM RPT FROM ZAID _ 

WORD AFTER REQUIRED FOR SUBSIDIES RPT SUBSIDIES. 

PARA 3. REPEATEDj- 

I HEAR AT SECOND HAND THAT THE PETROLEUM MINISTER HAS 
SAID THAT THERE WAS A CONFIDENTIAL AGREEMENT AT ALGIERS 


THAT THE OIL CUTS SHOULD NOT BE EXTENDED BEYOND THE 
PRESENT 25$ BUT THAT THIS IS BEING KEPT QUIET TO KEEP 
OPTIONS OPEN AND THE PRESSURE ON. 1 HAVE HEARD NOTHING 
TO SUGGEST AN EASING ON THE 25$. MY EGYPTIAN COLLEAGUE, 
WHO RETURNED FROM CAIRO LAST EVENING, IS FOLLOWING THE 
HEIKAL LINE ON THIS : HE SUGGESTED TO ME THAT IF EUROPE 
COULD NOT ENFORCE A SETTLEMENT EITHER THROUGH THE 
AMERICANS OR DIRECT IT COULD QUALIFY FOR EASEMENT IN 
OTHER WAYS E.G. BY SUPPLYING ARTIS, OR BY COOPERATION 


OVER ELECTRONIC TECHNOLOGY TO ENABLE THE ARABS TO BECOME 


LESS RELIANT ON FOREIGN MADE GUIDANCE SYSTEMS ETC. . 


FCO PSE PASS SAVING CAIRO,DAMASCUS, JEDDA, KUWAIT, PARIS, WASHING¬ 
TON. 


MCCARTHY. 
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TO PRIORITY FCO TELMO 1202 OF 4 DECEMBER RFI TO PRIORITY 
JEDDA TRIPOLI ALGIERS ABU DHABI DOHA AMD ROUTINE TO BAHRAIN 
BAGHDAD CAIRO DAMASCUS WASHINGTON EEC POSTS UKREP EEC AND UKDEl 
OECD. 


OAPEC MINISTERS’ MEETING 


1. TODAY’S PRESS REPORTS ARAB OIL MINISTERS WILL MEET IN 
KUWAIT ON 8 DECEMBER IN ORDER TOt 

j) EVALUATE THE MARKETING SITUATION AND WORLD REACTIONS 
TO THE ARAB DECISION TO EMBARGO OIL TO THE US AND 
NETHERLANDS 

V|) STUDY AM IMPORTANT RESOLUTION CONCERNING REDUCTION 
OF oTl PRODUCTION 

m) DISCUSS A PLAN TO STRENGTHEN ARAB OIL MARKETING 

OPERATIONS IN WORLD MARKETS IN THE LIGHT OF DEVEL¬ 
OPMENTS IN THE MIDDLE EAST CRISIS 
TV) DEFINE A FALL-BACK STRATEGY FOR ” ALL EMERGENCIES 
WHICH THE FUTURE OF THE INTERNATIONAL CRISIS MAY 
BRING AT THE MILITARY LEVEL”. 


V/| LTON 


[REPEATED AS REQUESTED] 


DEPARTMENTAL DISTRIBUTION 
NENAD 


MED 

DEFENCE D 
PUSD 
NEWS D 
H AM D 
UND 
EESD 
IRD 
GIPD 


MTD 
STD 
EN D 
EID 
WED 

ECONOMISTS D 
RESEARCH D 


(AM & SOV SECTIONS) 
MOD (INT) 


ADDITIONAL DISTRIBUTION 
OIL 

ARAB/ISIiAEL DISPUTE 












CONFIDENTIAL 


BRITISH EMBASSY 
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4 December 1973 



G P Lockton Esq 
Energy Department 

PCC 




OIL SUPPLIES FROM KUWAIT 

1. please refer to your letter of 26 November. 

2. I have checked briefly about the Arab boycott rules 
with KOC. as they are only a producing company, they 

are not involved in any certification procedures. However, 
their understanding is that, as you suggest, tankers 
normally send discharge certificates to the local agent 
(most use the Kuwait Oil Tanker Company), if only because 
they are not allowed to load oil here without having 
produced documentary evidence that any previous cargoes 
of Kuwaiti oil they may have shipped have not been delivered 
to Israel (and now, presumably, any other embargoed desti¬ 
nation) • 

3. In practice, this system provides the Ministry with the 
means to check on the final destination of oil cargoes. 

However, it is obviously an imprecise and potentially 
fallible one, since there is no one body to which certifi¬ 
cates have to be sent in the first instance, which checks 
whether a certificate has been produced for each cargo, 
and there may be no time limit within which the certificate 
must be produced, other than the arrival of the tanker on a 
subsequent voyage. We do not know how far the Kuwaitis 
cross-check the discharge certificates after receipt by the 
agents. At present, they appear to prefer to trust the 
Owners and rely on their figures but it would be a simple 
matter to tighten up the present system, e.g. by requiring 
the certificates to be sent direct to a designated Kuwaiti 
authority. 

4. I hope the foregoing is sufficient for you, imprecise 
though it is in a number of respects: for obvious reasons 

I am reluctant to ask the Kuwaiti authorities or KOTO direct, 
or to ask KOC to enquire for me. The basic point remains that 


/in paragraph 
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in paragraph 5 of my letter of 21 November. 


P G de Courcy-Ireland 


P.S. KGC have told me a rather amusing story which 
reinforces the point in para 4. Under the terms of the 
Gulf/Shell contract, KOC send samples each month to the 
Gulf laboratories in the US and the Shell laboratories 
in the Netherlands. Because of the embargo, KOC did not 
send the samples last month, even though each is only 
2 litres. They have been wading through sheets of 
indignant telex messages the past few days, but the 
upshot is likely to be that they will not send the samples 
from here. 



cc: 


R M Hunt 


Middle Last Department 
FCO 

J R Bretherton Esq 
Fetroleum Division 
DTI 

C Brant Esq 
WASHING-TON 
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TO PRIORITY KUWAIT TELNO 362'OF 4 DECEMBER INFO ROUTINE 
ABU DHABI, DOHA, JEDDA INFO SAVINGS DUBAJ. 

YOUR TEL NO* 119%- - 

1. YOUR PARA 2. YOU MAY DENY THIS CATEGORICALLY, 

2. FOR YOUR OWN INFORMATION, TEXACO REGULARLY EXPORT SHALL 
QUANTITIES OF CRUDE OIL. UNDER THE LICENSING SYSTEM INTRODUCED ON 
25 OCTOBER, THEY HAVE BEEN GRANTED A LICENCE TO EXPORT 230,000 
TONS. IT IS POSSIBLE THIS WOULD GO FROM MILFORD HAVEN TO THE US 
BUT NOT NECESSARILY. NOR IS IT NECESSARILY ARAB OIL. THE ONLY OTHER 
EXPORT LICENCE GRANTED IS TO BP FOR 75,003 TONS. 

DOUGLAS-HOME 


FILES 

MED 
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A3U DHABI 







We cpoIiG yesterday about the oil situation in Abu Dhabi, which in common 
with the oil situation in noot parts of the world seems to be obscure. 

2. If I have interpreted the Ambassador’s telegrams aright he is saying 
that the Abu Dhabi Government have earmarked some 5^0,000 tons per month 
for the United Kingdom and that only a proportion of this is being shipped 
away. The clear implication of his reports world seem to bo that there 

is Abu Dhabi oil production available which is not being taken up by 
anybody and hence wo should send tankers in to take it away. Is this in 
fact the case? Would BP agree with this proposition? If it is true what 
are we going to do about it? 

3. It is, of course, just possible that the Ambassador is a little off beam 
or that vie aro reading into his reports implications which we have no right 
to. For example, the oil companies may be lifting all available Abu Dhabi 
production but shipping a proportion of the 560,000 tons to destinations 
other than the United Kingdom. This, if I understand it right, would be 
contrary to I'inistero* wishes but at least consistent with the oil coi.*.p~nies* 
policy of equality of misery and their contention that "Lands End for Orders" 
is not a synonym for the United Kingdom. This state of affairs would bo 
worrying, but the proposition that there is oil available in Abu Dhabi and 
not being shipped off anywhere is even more worrying and has implications 
for the overall level of our supplies* 

4* I am sending copies of this letter to Nick Fenn and ftob Young in the 
Foreign and Commonwealth Office. 


J R S GUINNESS 


J Brexhorton Esq 

Department of Trade and Industry 

Hiames House South 
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for PetrolPnm^J?^- 011 ? r Mansouri, Director General 
11 ■ petroleum affairs in .the Ministry of Finance ('T 

KinStr^rf*?^ Gerier ^ is rath er less senior in the 
Miniotry of iinance than in the MPA). I agreed 

beforehand with C that it would he best, ?fvlew of 
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j. Je 0 p 2 1- my attempts to stoer the conversation 

a * _The Arab cut-back. 

During the recent OPBC meeting in Vienna, 

+ 1 ^e^?gates had appealed personally 

wmuzegar and Kansouri to join them 
n the cu -sack. Mansouri,citing Irani<*kf 
-ndqper.dent National Policy as recently 
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Finance problems - "An extra bolt on a tank 
costs a million do.lars". I changed the subject 
rapidlv. 
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Your reference 

Our reference 12/ 2 

Date 27th November, 1973. 


3a as , 

DESTINATION BAN ON OIL 


The press continues to emphasise the 
in cutting off oil sue lies. 


/k 

A- 7 ^ ,v 

4 j 

need to discriminate ' ^ 


2. In a commentary in the Baghdad Observer 27 November, the 
need to reward the shift of policy in Western Europe is again 
pressed. I quote: 

"As to the Western European Countries and Japan which have 
all condemned the Zionist occupation and refused to trail behind 
American policy, these deserve an altogether different treatment 
and the flow of Arab oil should be assured to them". 


3- There is no mention of the Dutch today - is this a slip of 
the pen, or a result of the joint European statement. 

4. There are two possible reasons for Iraq continuing to plug 
this line of splitting Europe from the United States. It could 

that they wish to continue to obtain the maximum oil income 
and cannot afford not to ship oil at an ever increasing rate. 

This is the general assumption of oil men, and is borne out by 
the unabated development programme. There is also the possibility 
that it would be in Russian interests to use what influence they 
have to encourage Iraq to drive a wedge between Europe and the 
States. You will know better than whether this explanation holds 
water. 

5. It is also a justifiable doctrinaire position from their 
point of view. They seem determined to remain out of step in the 
Arab world, and enjoy being right and ignored. An A1 -Thawra 
article yesterday (26 November; describesthis feeling in detail. 
It recalls how there were Arab countries dtiring and after the war 
who thought that Iraq would take no part,as she was ' kfficted 
with the serious problems of relations with Iran and internal 
instability because of the Kurdish issue’. 'Many privately grayed 
that Iraq would not join in the battle* and that the 'wheel of 
events would crush thisr evolutionary hot-bed.which has refused, 
to submit to imperialist designs or pass in silence backstage 
bargainings' 
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b. The article continues '(Aral) Potentates have done every¬ 
thing to isolate Iraq and provoke it on the assumption that, 
so provoked, Iraq would stay out of the battle'. Fortunately 
'Iraq emerged stronger than ever before'. "yhe revolution 
becomes ever stronger by discharging its duties, braving 
difficulties and pressing forward!' 
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Middle East Department 
Foreign & Commonwealth Office 
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OIL FIGURES 

1. I have not had much difficulty with senior Ministers here 
and certainly not the Amir, so far , in showing that the shortage 
of oil in the UK,which has been publicised considerably, is due 
to innocent causes such as the effect on world supplies, the 
winter, coal strike and so on. 

2. However other Qataris, including Ministers, and many 
Ambassadors have been most insistent that this must be due 
to leakage of oil from Britain (originating in Arabia) and 
ending up in embargoed countries. 

3. It seems to me that insufficient publicity has been 
given to the reasons for our shortage and I would hope that 
we could inspire more publicity covering the points which are 
not understood. It would I think need to be done in an 
innocent fashion in pieces about the oil situation and must 
not appear to be directed solely to explaining these points. 

I do not know if the BBC has managed to put anything on the 
Arabic Service or the World Service, but I have not seen much 
in the papers that is very helpful^ tU.** ^ w*. am^u . 



E F Henderson 
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I;. !r Sutcliffe reported the company discussions with OPEC at Vienna. 

It was apparent that the Gulf States were only interested in 
formulas for assessing the market price so that they could then 
multiply it by 1.4 times to derive* the posted, price". The companies 
were not prepared to co-ooerate in this process and no progress had 
been made. OPEC’s‘next meeting would be on the 17th of December 
and a further price increase could be expected on January 1st if .act 
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before. 


Participation 


Tne companies 

r*r»p+:tL 


ty well disintegrated. 


Arabia now wanted 75 




ere agreed that the participation agreements had now 
Press stories -were relating that Saudi 
participation. The Kuwait$s had demanded 5On- 
participation escalating over time tc 100^. The subject would shortly 
be debated in the Kuwait National Assembly where it appeared that 
the ruling family had lost control and that nationalisation in the 
fairly near future wasmost likely outcome. A similar situation 
obtained in South Iraq. As far as the Shah was concerned the problem 
was that he could not afford to see the Arabs marketing moreoil 


direct than he did. The position of the consortium was 
likely to be weakened. 

Prices 


therefore 


also 


BP circulated a note on the bidding for Nigerian oil (attached). 

In discussion it was generally agreed that'the B? note was on the 
o pjfcirciistic side. Although Nigeria had not yet accented the bids, 
Tunisia had sold a small volume cf oil at #12.65 to*a US refiner, 
Algeria had postponed negotiations with Shell because of the news 
from Nigeria, Atiqi, Minister of petroleum in Kuwait, was talking of 
the right price for oil new being #15 per barrel, and in Iran the 
Finance Minister had said that he had received offers for Iranian oil 
at #14 per Darrel. It now seemed very possible that prices might 
increase at the beginning of 1974 by some #10 a barrel, which would 
add some £3,000 million^to. the UK Balance of Payments cost fer oil 
and absorb about half the value of the EEC’s total exports in 1972. 
Furthermore there was no reason to suppose that the spiralling process 
would stop there. In the current situation of accute shortage the 
tendancy would be for the price to go on rising until such time as 
the weaker orethren dropped out of the bidding and supply once more 
equated with demand. That point would be a situation of economic 
disaster for the greater part of the world. 















j» discussion the companies argued strongly that a world wide 
illocation and import control system would be the only way to restore 
moderation to the market. !”r T.-ivermTi put the well known 
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"ally be important ; 

about an allocation system even though the two must in 
together so as to avoid the appearance of con 
would then have to sit down with C?EC to discuss a 
approach to oil pricing. This would of course not 
would take some of the immediate steam out of the 


Mr Chandle r made the point that 
matters xo Yamani when he visited • 


it was essential 
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situation, 
to mention these 
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Mr Liverman assured the companies that their arguments would ce 
put before I.iinisters, even though it would be far from easy to. 
obtain agreement either here er elsewhere to concerted action in 
the current situation. 
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The Nigerian Government has now been offered $16 per barrel 
by U.S. power and independent oil companies for royalty oil. 

Following the Aramco offer to apply market price to all buy-back 
oil there is no sure way of preventing this $16 price being applied 
to the Nigerian Governments participation oil. At that 
point this astonishing escalation will not just apply to the 
lunatic fringe at the margin but will certainly repercuss into the 
Persian Gulf, 

The premium for low sulphur and for freight (at VS.100) which 
is enjoyed by Nigerian oil is $2 per barrel. The Persian Gulf 
equivalent of this new Nigerian price is therefore $14 per barrel, 
compared with the "market price'* of $3.65 ordained by OPEC on 16th 
October. This is an increase of over $10 per barrel which, prima 
facie, must be applied to all Government participation oil. The 
amount of oil concerned will then lie between 25fo of Persian Gulf 
production and 100^5 in areas such as Kuwait where complete nationali¬ 
sation is still being called for. 

If this devel opment works_throug h th e system we would very soon 
be faced with"very large quantities - of oil for which the most optimistic 
cost assumption would be $10 per barrel in place of the present marker 
of $3.65. In this example the difference of $6.35 per barrel gives an 
additional cost of $47.50 per ton or £20 per ton. If by a mixture of 
participation and nationalisation this had to be applied to half the 
U.K. tonnage the cost to the U.K. balance of payments would be £1,000 
million in addition to the cost of over £400 million which was involved 
in the OPEC action of 16th October. 

One must stress that the $16 in Nigeria from which this calculation 
sets out in no way represents the ceiling and that Japanese purchasing 
power has not yet been brought to bear on the situation. Consequently 
the need for international collaboration to moderate the price spiral 
has become extremely urgent. Presumably this would be by imposing 
crude oil allocations and import controls within an OECD framework. 
Alternatively, if a price standstill could conceivably be arranged, a 
more permanent solution might be achieved by an international conference 
including the producing countries. --—-— 


22nd November 1973 
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SWEDEN AND THE ARABS f.*- 

1. The Kuwaiti Ambassador in London, Al-Kakib, 
who is also accredited to Sweden, paid a visit to 
Stockholm on 20 November. He was accompanied by 
his oil adviser. The two of them had an hour’s 
conversation with Astrdm, the Secretary General 
of the Ministry of Foreign Affairs. 

2. Having heard about this visit by chance, I 
called on Astrdm yesterday to discover what passed. 

3. AstrOm said that he was a little puzzled about 
the purpose of the visit. On the whole his 
impression was that Al-Nakib was acting on behalf 
of his own Government, and not as an emissary of 
the Arabs in general, since there appeared to have 
been little coordination with the other Arab 
embassies here. 

4. The Ambassador showed a great deal of interest 
in the development of Swedish public opinion on the 
Arab/Israel question. In answering his questions on 
this subject, Astrdm had naturally found himself L 

a delicate position, since the Ambassador's purpose 
seemed to be to probe how far Sweden could be 
considered friendly to the Arabs. He therefore had 
to choose his words with considerable care. On the 
other hand, Astrdm did not wish to appear in the 
attitude of a supplicant. 

5. Astrdm therefore started by saying that after 
the war, there had naturally been much sympathy in 
Sweden for Israel, owing to the sufferings of the 
Jews. However, after the attack launched on Egypt 
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by France and Britain together with the Israelis in 
1956, which the Swedish Foreign Minister, Unden, 
had stigmatised at the time as "criminal folly" or 
words to that effect, the Swedish attitude "began to 
become more balanced* This trend bad of course 
"been accentuated "by the six day war. From then on 
Sweden had adhered to the view that the 1967 
Resolution must he implemented in all its parts. 



6e The conversation drew to an end and Astrdm was 
naturally curious to know where Sweden stood. 
However, for obvious reasons, he was reluctant to 
ask the Ambassador a direct question and refrained 
from doing so. At the very end of the conversation, 
as the Ambassador rose to his feet, the latter 
resolved his dilemma by saying that he had received 
a telephone call that morning from his Minister of 
Oil in Kuwait, who had told him that he could assure 
the Swedes that Sweden "was not considered an enemy 
country". Astrdm was of course suitably relieved.' 

7. The Ambassador mentioned that he would be going 
uo, the other Scandinavian countries, to which he is 
also accredited. His next visit is I think to 
Copenhagen which he said he expected to find the 
most difficult stage of his peregrination. 


8. I had a short discussion with Astrdm about present 
owedish policy on the Middle East, which he confirmed 
remains as stated in Wickman's speech in New York 
(Mallet's letter of is October to Maclnnes) and sub¬ 
sequent answers in the Riksdag (Mallet's letter of 
31 October), together with the statement by Palme in 
the general political debate in the Riksdag on 
7 November, which was generally in a very low key. 
Palme emphasised that Sweden was indirectly involved 
in the crisis, through the risk of the conflict 
spreading and the use of the oil weapon, and the role 
of the United Nations, the authority of which must be 
upheld. Sweden's possibilities for helping to bring 
about a political solution were of course very 
limited, but it was nevertheless making a contribu- 

TUSL tn F ousil tlie Peacekeeping forces, and help to 
UNRWA, the Red Cross, etc. He mentioned in this 


/context 
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context Jarring’s role. The basic principles for 
a solution were in Resolution 242, which had the 
Swedish Government's full support in all its parts. 
Reace must be based on the legitimate interests of 
all peoples in the area. 

9. Astrtfm said that the Resolution of the Foreign 
r, ii v ls ^' ers ^he bine issued in Brussels on 

l boyember, had of course been scrutinised closely 
by the Swedes, and the slight but significant 
divergencies.in the text from Resolution 242 had 
been noted with interest. However the Swedes had 
no. criticisms to offer. In Astrdm's view the 
principles contained in this Resolution and in 
that of 1967 needed reaffirming from time to time 
to bring them once again before the attention of 
world opinion. 

10. On the oil situation, Astrdm said that the 
measures so far taken by Sweden were in the nature 
oi an interim response to the crisis, and that v: 
owed!sli Government would be ready to introduce 

*2 ^®. new ysar if this became necessary, 
«mcn seemed quite probable. In view of Sweden's 
dependence on the import of refined products, it 
was vitally important to the Swedes that they should 
rp d J- s c^iminated against by the oil companies in 
txie supply of these products. This was a national 
interest for which Sweden was determined to fight 
very hard. 



G E Millard 


cc: 


Chanceries at: 
Oslo 

Copenhagen 
Helsinki 
Kuwait 
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Doha 
Algiers 
Tehran 
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Tokyo 
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INFORMATION ON OIL SUPPLIES 

1. An intergovernmental group of officials 

has agreed a list of questions which we need 
to keep under continuous review in connection 
with the oil supply situation. I am enclosing 
a copy of the list of points for your 
Section, Baghcad information and to show you which subjects are 

regarded as being of kiragxaf espelcval interest 
to us at this time. The majority of the poiuns 
are, of course, being covered by your regular 
reporting, for which we are most grateful. 

2. Points 4 and 5 from the list are, however, a 
new requirement. I appreciate that in some 
countries the information we should like to have 
may simply be unobtainable. I shall be grateful 
if all recipients of the letter will let me know 
whether they expect to be able to provide si u. 
figures. 

3. Certain of these questions apply also go 

Posts in non-Vrab countries. I am copying this 

letter to them. They should, of cci, •, ; - . . 
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the questions which are not relevant to them. 
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INFORMATION ON OIL SUPPLIES 
Points of especial import ance 

1. Who in the Arab world has the ultimate voice 
in the level, duration and direction of oil 
cutbacks and embargoes? 

2. In each producer State, who has the ultimate 
decision on the intepretation and application 

of the cuts? 

3. What evidence is there that particular Arab 
States are favouring particular consumers and 
how are they doing it? 

4. Can we get factual and quick information on 
daily loadings, movements and destinations of 
tankers from each of the significant producers? 
(Kuwait, Saudi Arabia, Libya, AbjtiDhabi, Qatar, 

Iraq, Algeria, Iran, Nigeria and Venezuela). 

5. ^an we get factual information onlhe 
daily production of each of these producers? 

6. Is the USA frustrating the Arab embargo by 
switching supplies from Iran and Nigeria away from 
traditional customers? 

7. When are the next moves on participation, 

particularly in Saudi Arabia and Kuwait, H-kel-y ' 

cot lA ' ) 

to take place and wht wi-H/be the result? «■ 

8. Are the Japanese offering inducements to non- 
Arab suppliers to secure preferential treatment? 

9. Immediate supplies apart, what are the real 
intentions of OPEC over prices and of OAPEC over 
production levels once the cuts/stash embargoes, 
are removed? 
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To:- 

From 


MR EGERTON 


Telephone No. Ext. 

C Brant Esq 


Washington 

Department 


INFORMATION ON OIL SUPPLIES 

1. An intergovernmental group of officials 

has agreed a li3t of questions which we need to 
keep under continuous review in connection with 
the oil supply situation. As you will see from 
my letter of to Jedda, which is being 

copied to you, most ofthe questions are for Posts 
in Arab countries to report on. One point on 
which we need your assistance, however, is the 
following: 

What information is being given to particular 
importing governments eg France, Germany, 
the Netherlands, Italy, USA and Japan by the 
major oil companies, and what is the reaction 
of each government, ie can we check that the 
information provided to Her Majesty's 
Government by companies operating in the UK 
tallies with what they are saying elsewhere? 

2. I shall be grateful if you will let us have 
any information you can obtain in answer to this 
question, and keep it in mind as a continuing 
reporting requirement. 
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OIL EMBARGO 
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1. In para 3(i) of my letter 12/17 of 21 November to 
Fenn (not copied to Lisbon and Pretoria) I referred to 
the long-standing Kuwaiti embargo on oil shipments to 
South Africa. 


2. Following a special Cabinet meeting held on 21 
November to discuss policy for the Arab Foreign Ministers' 
and Summit meetings in Algiers, the Acting Minister of 
State for Cabinet Affairs announced that the OAU 
Secretary-General's appeal for a total oil embargo on 
South Africa and Portugal had been discussed; he then 
read the following statement: 


"The Government wishes to assure the friendly 
African states that Kuwait has, through earlier 
statements issued by the Government, confirmed its 
economic and commercial boycott, including oil, of 
both the states mentioned. In adopting this 
position, Kuwait considers it one imposed by its 
national and patriotic duty to the friendly 
African states and to the causes of liberation 
throughout the world." 

3. I had not realised earlier that Kuwait had extended 
economic sanctions to Portugal, as well as South Africa 
(and of course Rhodesia). I have not so far been able 
to establish the effective date with any precision, but 
have been told it goes back at least three or four years. 


P G de Courcy-Ireland 

ycc: 

J JR Young Asq 

'* Middle ^ast Department, FCO 

Chanceries: LISBON f ** 
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